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Cost Management Guide 
Summary 


The “PMO Cost Management Guide” includes information to support project managers 
in ensuring that the three main components of cost management are addressed: 


• Cost estimating 
• Cost budgeting 
• Cost control 


To assist in meeting the objectives of the wide variety of projects that TransCanada’s 
project managers are responsible for, three standard levels of cost management controls 
have been developed: 


• Level 1: Light level of project cost management control  
• Level 2: Moderate level of project cost management control 
• Level 3: Comprehensive level of project cost management control. 


This document explains the differences between the levels of cost control and the 
associated tools & techniques, and defines the key interfaces between cost management 
controls and other project management knowledge area controls (e.g. risk, quality, 
scope). 


The goal of project cost management is: 


• To provide the level of accuracy in estimating and budgeting necessary to support 
project approval and phase funding decisions; and 


• To provide an appropriate level of control to ensure that funds are employed 
efficiently and actual costs are within the budget baseline and associated 
uncertainty limits. 
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Quality Management Guide 
Summary 


The “PMO Quality Management Guide” includes information to support project 
managers in ensuring that the three main components of quality management are 
addressed: 


• Quality planning 
• Quality assurance 
• Quality control 


To assist in meeting the objectives of the wide variety of projects that TransCanada’s 
project managers are responsible for, three levels of quality management controls have 
been developed: 


• Level 1: Light level of project quality management control.  
• Level 2: Moderate level of project quality management control. 
• Level 3: Comprehensive level of project quality management control. 


This guide explains the differences between the levels of quality management control and 
the associated tools & techniques.  The document also defines the key interfaces between 
quality management controls and other project management knowledge area controls 
(integration, risk, scope, etc). 


The goal of project quality management is to:  


• Increase the certainty of delivering product solutions or services that meet client 
and stakeholder needs (e.g. schedule, budget, fit for purpose deliverables); 


• Ensure that the management processes and activities performed on the project 
conform to organizational policies, regulations, procedures and standards, and any 
legislative or regulatory requirements; and 


• Ensure that an appropriate level of effort is expended in preventing problems 
instead of fixing problems.  


For pipeline projects, TransCanada has also developed and implemented a Quality 
Management System (“QMS”).  For a description of this document, see Appendix F 
“Quality Management System Manual for Pipeline Projects.” 
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Risk Management Guide 
Summary 


The “PMO Risk Management Guide” provides information to support project managers 
in ensuring that the five main components of risk management are addressed: 


• Risk management planning 
• Risk identification 
• Risk analysis 
• Risk response planning 
• Risk monitoring and control 


To assist in meeting the objectives of the wide variety of projects that TransCanada’s 
project managers are responsible for, three levels of risk management controls have been 
developed: 


• Level 1: Light level of project risk management control.  
• Level 2: Moderate level of project risk management control. 
• Level 3: Comprehensive level of project risk management control. 


The “PMO Risk Management Guide” explains the differences between the levels of risk 
management control and the associated tools and techniques.  The document also defines 
the key interfaces between risk management controls and other project management 
knowledge area controls (integration, quality, scope, etc). 


The goal of project risk management is to: 


• Provide an appropriate level of confidence (e.g. uncertainty in cost estimates) that 
the expected IRR / ROI are achievable and that project NPV is maximized; 


• To improve confidence that low probability / high consequence risks and the 
associated impacts are evaluated and addressed; and  


• Help define the appropriate project controls in the other project management 
knowledge areas. 
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Procurement Management Guide 
Summary 


The “PMO Procurement Management Guide” includes information to support project 
managers in ensuring that the four main components of Procurement are addressed: 


• Define procurement needs & contract approach  
• Select supplier 
• Manage supplier  
• Contract closeout 


To assist in meeting the objectives of the wide variety of projects that TransCanada’s 
project managers are responsible for, three levels of Procurement controls have been 
developed: 


• Level 1:  Light level of project Procurement control. 
• Level 2:  Moderate level of project Procurement control.  
• Level 3:  Comprehensive level of project Procurement control. 


This guide explains the differences between the levels of Procurement control and the 
associated tools and techniques.  This document also defines the key interfaces between 
Procurement controls and other project management controls (e.g.: cost, schedule, etc).   


The goal of project procurement is: 


• To ensure that procurement risks are managed effectively throughout the project; 
and, 


• To ensure that products or services from outside TransCanada are acquired such 
as to successfully complete the project in a timely and cost effective manner. 
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Human Resource Management Guide 
Summary 


The “PMO Human Resource Management Guide” includes information to support 
project managers in ensuring that the four main components of Human Resource 
management are addressed: 


• Human resource planning  
• Acquiring the project team  
• Developing the project team  
• Managing the project team 


To assist in meeting the objectives of the wide variety of projects that TransCanada’s 
project managers are responsible for, three levels of Human Resource management 
controls have been developed: 


• Level 1:  Light level of project scope management control. 
• Level 2:  Moderate level of project scope management control. 
• Level 3:  Comprehensive level of project scope management control. 


This guide explains the differences between the levels of Human Resource management 
control and the associated tools and techniques.  This document also defines the key 
interfaces between Human Resource management controls and other project management 
controls (risk, procurement, scope, etc.) 


The goal of project human resource management is: 


• To ensure that the project obtains, retains and develops personnel with the skills 
and attributes necessary to make the project successful. 
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Communication Management Guide 
Summary 


The “PMO Communication Management Guide” includes information to support project 
managers in ensuring that the three main components of communication management are 
addressed: 


• Communications planning 
• Information management 
• Stakeholder management  


Communication Management is defined as the distribution, dissemination and 
management of project related information.  In addition, communication management 
seeks to identify and manage risks associated with key project stakeholders. 


To assist in meeting the objectives of the wide variety of projects that TransCanada’s 
project managers are responsible for, three levels of communication management 
controls have been developed: 


• Level 1: Light level of project communication management control. 
• Level 2: Moderate level of project communication management control. 
• Level 3: Comprehensive level of project communication management control. 


This guide explains the differences between the levels of communication management 
control and the associated tools and techniques.  The document also defines the key 
interfaces between communication management controls and other project management 
knowledge area controls (e.g. Scope, Risk, Integration etc.) 


The goal of project communication management is to:  


• Ensure that the project team and all project stakeholders are provided with the 
timely and appropriate information necessary to support the successful 
completion of the project; 


• Identify risks associated with project stakeholders and develop mitigation 
strategies to reduce the risk exposure; and 


• Ensure the effective generation, collection, distribution, storage, retrieval and 
ultimate disposition of project information.  


See also Section 2.2.2 “Stakeholder Issues Management Plan”. 
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Contractor Safety Management Program 
Summary 


The purpose of the Contractor Safety Management Program (CSMP) is to provide a 
consistent and formalized approach to anticipate, prevent, manage and mitigate the 
occupational health and safety risks and exposures associated with the use of contracted 
services on TransCanada projects, facilities and worksites/workplaces.  It also ensures 
TransCanada’s due diligence and compliance with applicable Legislation, Regulations 
and Codes, and initiates the course of action to ensure that contractors performing 
Department of Transport (DOT) covered tasks in the United States are qualified under the 
Operator Qualification regulations.   


The overall objectives of this document are to:  


• Define the roles and responsibilities of key TransCanada personnel in contractor 
safety management;  


• Define the minimum Contractor safety objectives to be met at each phase within 
the project management process; and,  


• Describe a proactive and planned strategy to manage contractor safety to ensure a 
continuing improvement in safety performance for all supplied services.  


This Program applies to all Personnel (including full-time and part-time employees, 
contract workers, contractors and consultants) of TransCanada and its wholly-owned 
subsidiaries, and operated entities in North America and Mexico where contractors are 
being utilized to execute any portion of contract work.  


This document takes into account the full range of Projects undertaken within 
TransCanada, and covers safety aspects for all types and forms of contracted services. 


At the detailed level, the CSMP is comprised of the following six elements:  


• Planning for Contractor Safety  
• Contractor Safety Pre-Qualification  
• Contractor Safety Selection  
• Pre-Job Contractor Safety 
• On-the-Job Contractor Safety  
• Contractor Safety Close-Out  


TransCanada 
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Health, Safety and Environment Management System 
Summary 


The Health, Safety and Environmental (HSE) Management System is an integral 
component of TransCanada’s overall business management system that has been 
developed to provide a systematic and organized approach to ensuring the achievement of 
the HSE commitments and principles set by TransCanada.   


The goal of the HSE Management System is to promote the safe operation of 
TransCanada assets, and protection of the environment, property, employees and the 
public.  TransCanada requires its subsidiaries, employees and contractors to comply with 
all applicable Federal, State, and Provincial Acts, Regulations, Codes and Standards.   


The system contains eleven key elements and is aligned with the seventeen elements and 
principles as set out for such management systems in the international standard, ISO 
14001.  The key elements of the HSE Management System are described in Section 2.2.1 
(3)(b) “Health, Safety and Environmental Management System”. 


The HSE Management System has been aligned to conform to external industry 
consensus standards and voluntary regulatory programs, and comply with applicable 
legislation.  Internally, the design of the system has taken into consideration other 
relevant management systems and processes such as, but not limited to, the Asset 
Management System, Incident Management System, Emergency Management System, 
and Field Operations Compliance Management System.   
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Quality Management System Manual for Pipeline Projects 
Summary 


The Quality Management System (QMS) Manual for Pipeline Projects specifies 
requirements for the planning and implementation of high pressure gas pipeline projects 
in accordance with TransCanada’s Quality Management System.  The QMS Manual 
describes the sequence and interaction of processes from the design phase through to 
construction and commissioning, and brings greater focus on all processes and activities 
affecting pipeline integrity.   


The QMS Manual follows the basic structure of the ISO 9001:2000 standard and includes 
all sections typically included in an ISO Quality Manual that are applicable to pipeline 
projects.  It is intended to be a guidance document and is supported by other TransCanada 
processes, procedures, standards and documents.  


The scope of the manual includes engineering design and development planning, project-
specific engineering, materials selection, procurement, manufacturing, construction, and 
commissioning.   
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LIST OF STAKEHOLDERS 
 


List of Stakeholders State of Alaska 
• Federal Government 


o US Fish and Wildlife Service 
o Bureau of Land Management 
o National Park Service 
o US Environmental Protection Agency 
o US Army Corps of Engineers 
o Federal Energy Regulatory Commission 
o Office of the Federal Coordinator 
o Joint Pipeline Office 
o Southeast Conference 


• State Government 
o Alaska Department of Environmental Conservation (“ADEC”) 
o Alaska Department of Natural Resources (“ADNR”) 
o Alaska Department of Fish and Game (“ADFG”) 
o Alaska Department of Commerce, Community, and Economic Development 
o Alaska Department of Labor and Workforce Development 
o Alaska Department of Transportation and Public Facilities 


• Alaska Native Corporations 
o Arctic Slope Regional Corporation 
o Doyon Inc. 
o AHTNA Regional Corporation 
o Sealaska Corporation 
o Tanacross Incorporated 
o Dot Lake Native Corporation 
o Healy Lake Trade Village Corporation 
o Mendas Cha-ag Native Corporation 
o Northway Natives, Incorporated 
o Tetlin Native Corporation 
o Evansville, Incorporated 
o Kuukpik Corporation 
o Ukpeagvik Inupiat Corporation 
o Dinyea Corporation 
o Numamiut Corporation 
o Baan O Yeel Kon Corporation 







 


 


List of Stakeholders State of Alaska (Cont’d) 
o Klukwan, Incorporated 


• Alaska Native Entities 
o Alaska Federation of Natives 
o Tanana Chiefs Conference 
o Council of Athabascan Tribal Governments 
o Arctic Slope Native Association 
o Upper Tanana Inter Tribal Coalition 
o Alaska Inter Tribal Council 
o Association of Village Council Presidents 
o Central Council of the Tlingit & Haida Indian Tribes of Alaska 
o Mt. Sanford Tribal Consortium 
o Inupiat Community of the Arctic Slope 


• Alaska Native Village/Traditional Councils 
o Dot Lake Village Council 
o Healy Lake Traditional Council 
o Mentasta Lake Traditional Council 
o Northway Village Council 
o Tanacross Village Council 
o Tetlin Tribal Council 
o Tok Native Association 
o Mentasta Lake Traditional Council 
o Stevens Village IRA Council 
o Evansville Tribal Council 
o Native Village of Nuiqsut 
o Inupiat Community of the Arctic Slope 
o Native Village of Barrow Inupiat Traditional Government 
o Arctic Village Traditional Council 
o Village of Anaktuvuk Pass 
o Allakaket Village 
o Alatna Village 
o Rampart Village Council 
o Chilkat Indian Village of Klukwan 
o Chilkoot Indian Association 
o Skagway Traditional Council 


• Municipal Governments/ Non-Incorporated Organizations 
o Municipality of Anchorage 
o Matanuska-Susitna Borough 







 


 


List of Stakeholders State of Alaska (Cont’d) 
o City of Delta Junction 
o City of Fairbanks 
o City of Tok 
o City of Delta Junction 
o Deltana Community Corporation 
o Dot Lake Services, Inc. 
o Fairbanks North Star Borough 
o Haines Borough 
o City of North Pole 
o North Slope Borough 
o City of Barrow 
o City of Nuiqsut 
o City of Anaktuvuk Pass 
o City of Allakaket 
o Municipality of Skagway 


• Communities 
o Barrow 
o Nuiqsuit 
o Arctic Village 
o Bettles 
o Coldfoot 
o Rampart 
o Fox 
o North Pole 
o Anaktuvuk Pass 
o Wiseman 
o Allakaket 
o Alatna 
o Stevens Village 
o Livengood 
o Minto 
o Fairbanks 
o College 
o Ester 
o Pleasant Valley 
o Two Rivers 
o Delta Junction 







 


 


List of Stakeholders State of Alaska (Cont’d) 
o Big Delta 
o Mentasta Lake 
o Evansville 
o Salcha 
o Healy Lake 
o Dot Lake 
o Tanacross 
o Tok 
o Tetlin 
o Northway 
o Northway Village 
o Moose Creek 
o Anchorage 
o Klukwan 
o Haines 
o Skagway 


• Government Organizations/ Boards/Committees 
o Denali Commission 


• Health and Safety Organizations 
o Alaska Native Tribal Health Consortium 


• Professional and Special Interest Groups 
o Resource Development Council 
o The Alaska Oil and Gas Industry Alliance 
o Alaska State Chamber of Commerce 
o Alaska Centre for the Environment 
o Alaska Community Action on Toxics 
o Alaska Forum for Environmental Responsibility 
o Alaska Wilderness League 
o Alaska Wildlife Alliance 
o Alaska Youth for Environmental Action 
o Anchorage Audubon Society 
o Arctic Audubon Society 
o Audubon Alaska 
o Cook Inlet Keeper 
o Defenders of Wildlife 
o Denali Citizens Council 
o Earthjustice 







 


 


List of Stakeholders State of Alaska (Cont’d) 
o Eastern Kenai Peninsula Environmental Action Association 
o Juneau Audubon Society 
o League of Conservation Voters Education Fund 
o Lynn Canal Conservation 
o National Parks Conservation Association 
o National Wildlife Federation 
o Northern Alaska Environmental Center 
o Sierra Club, Alaska Chapter 
o Southeast Alaska Conservation Council 
o The Wilderness Society 
o Tongass Conservation Society 
o Trustees for Alaska 
o Alaska Discovery 
o Alaska Wilderness Recreation and Tourism Association 
o Campaign to Safeguard America’s Waters a Project of the Earth Island 


Institute 
o Denali National Park Wilderness Centers Ltd. 
o Ecotrust 
o Natural Resources Defence Council 
o Sustainable Earth Society 
o The Conservation Fund 
o The World Wildlife Fund 
o REDOIL 


• Labor Organizations 
o International Union of Operating Engineers Local No.302 
o International Brotherhood of Teamsters, Chauffeurs, Warehousemen and 


Helpers of America Local No.959 
o United Association of Journeymen and Apprentices of the Plumbing and Pipe 


Fitting Industry of the United States and Canada Local No.375 
o Construction and General Laborers Local No. 942 
o United Brotherhood of Carpenters and Joiners of America Local No.1243 
o Sheetmetal Workers’ International Association Local No. 23 
o International Brotherhood of Painters and Allied Trades Local 1555 
o Operative Plasterers’ and Cement Masons’ International Association Local 


No. 867 
o United Union of Roofers, Waterproofers and Allied Workers Local 190 
o International Brotherhood of Boilermakers, Iron Ship Builders, Blacksmiths, 


Forgers and Helpers Local No. 502 







 


 


List of Stakeholders State of Alaska (Cont’d) 
o International Union of Bricklayers and Allied Craftsmen Local No. 1 
o Piledrivers, Bridge, Dock Builders and Drivers Local No. 2520 
o International Brotherhood of Electrical Workers Local No. 1547 
o International Association of Heat and Frost Insulators and Asbestos Workers 


Local No. 97 
o International Association of Bridge, Structural and Ornamental Iron Workers 


Local No. 751 
o Alaska State District Council of Laborers 


• Persons with an Interest in Landholdings 


Land users and landowners holding land rights within 500 metres of the pipeline 
centreline or other Project facilities will be consulted. This will include the 
following types of landholdings: 


o Alaska Native allotees; 
o Regional Native Corporation (ANCSA) conveyed lands; 
o Regional Native Corporation (ANCSA) selected lands; 
o Native Village Corporation (ANCSA) conveyed lands; 
o Native Village Corporation (ANCSA) selected lands; 
o Federal lands; 
o State lands; 
o Freehold; 
o Leasehold and Rights-of-Way; 
o Grazing leases; 
o Mineral claims; 
o Trapping concessions; and 
o Outfitting concessions. 







 


 


List of Stakeholders Yukon Territory 
• Federal Government 


o Northern Pipeline Agency 
o Member of Parliament for the Riding of Yukon 
o Human Resources Development Canada 
o Environment Canada 
o Indian and Northern Affairs Canada  
o Health Canada 
o Parks Canada 


• Members of the Yukon Legislative Assembly 
o Copperbelt 
o Klondike 
o Kluane 
o Lake Laberge 
o Mayo-Tatchun 
o McIntyre-Talkhini 
o Mount Lorne 
o Pelly-Nisutlin 
o Porter Creek Centre 
o Porter Creek North 
o Porter Creek South 
o Riverdale North 
o Riverdale South 
o Southern Lakes 
o Vuntut Gwichin 
o Watson Lake 
o Whitehorse Centre 
o Whitehorse West 


• Government of the Yukon Territory 
o Department of Economic Development 
o Department of Education 
o Department of Energy Mines and Resources 
o Department of Environment 
o Executive Council Office 
o Department of Health and Social Services 
o Department of Highways and Public Works 







 


 


List of Stakeholders Yukon Territory (Cont’d) 
o Yukon Development Corporation 


• First Nations and First Nation Organizations 
o Alaska Highway Aboriginal Pipeline Coalition 
o Council for Yukon First Nations 
o Dakh Ka Council Kaska Tribal Council 
o Northern Tutchone Tribal Council 
o Southern Tutchone Tribal Council 
o Carcross/ Tagish First Nations 
o Champagne/Aishihik First Nations 
o First Nation of Na-Cho-Nyak Dun 
o Kluane First Nation 
o Kwanlin Dun First Nation 
o Liard First Nation 
o Little Salmon/Carmacks First Nation 
o Ross River First Nation Selkirk First Nation 
o Ta’an Kwach’an Council 
o Teslin Tlingit Council 
o Tr’ondek Hwech’in 
o Vuntut Gwichin First Nation 
o White River First Nation 


• Municipal/Community Governments 
o City of Whitehorse 
o Town of Watson Lake 
o Village of Teslin 
o Village of Haines Junction 
o Town of Beaver Creek 
o Town of Burwash Landing 
o Town of Carcross 


• Health and Safety Organizations 
o Emergency Measures Organization – Yukon 
o Royal Canadian Mounted Police 


• Environmental/Conservation Organizations 
o Yukon Conservation Society 
o Canadian Parks and Wilderness Society 


• Industry Organizations 
o Whitehorse Chamber of Commerce 
o Yukon Chamber of Commerce 







 


 


List of Stakeholders Yukon Territory (Cont’d) 
• Labour Organizations 


o International Union of Operating Engineers Local No. 115 
o International Brotherhood of Teamsters, Chauffeurs, Warehousemen and 


Helpers of America Local No.31 
o United Association of Journeymen and Apprentices of the Plumbing and Pipe 


Fitting Industry of the United States and Canada Local No.213 
o Labourers International Union 
o Yukon Building Trades Council 
o Yukon Federation of Labour 


• Persons with an Interest in Landholdings 


Land users and landowners holding land rights within 500 metres of the pipeline 
centreline or other Project facilities will be consulted.  This will include the 
following types of landholdings: 


o Freehold; 
o Leasehold; 
o Grazing leases; 
o Mineral claims; 
o Trapping concessions; and 
o Outfitting concessions. 







 


 


List of Stakeholders Province of British Columbia 
• Federal Government 


o Northern Pipeline Agency 
o Member of Parliament for the Riding of Prince George/Peace River 


• Provincial Members of the B.C. Legislature 
o Chair of the Government Northern Caucus 
o Member of the Legislative Assembly (“MLA”) for Peace River North 


Electoral District 
o MLA for Peace River South Electoral District 


• British Columbia Government 
o Ministry of Energy, Mines and Petroleum Resources 
o BC Oil and Gas Commission 
o Ministry of Advanced Education 
o Ministry of Environment Ministry of Health 


• First Nations and First Nation Organizations 
o Blueberry First Nation 
o Daylu Dena Council 
o Doig First Nation 
o Fort Nelson First Nation 
o Good Hope Lake First Nation 
o Halfway First Nation 
o Kwadacha First Nation 
o McLeod Lake First Nation 
o Prophet River First Nation 
o Saulteau First Nation 
o Tahltan First Nations 
o West Moberly First Nation 
o Kaska Dena Council 
o Treaty Tribal Council 
o Council of Treaty 8 Chiefs 
o Aboriginal Business Development Centre (Prince George) 
o Fort Nelson/Liard Friendship Centre (Fort Nelson) 
o Fort St. John Friendship Centre NENAS (Fort St. John) 
o Tansi Friendship Centre (Chetwynd) 
o Metis Provincial Council of B.C. 
o Union of BC Indian Chiefs 


• Municipal/Community Governments 
o Regional District 59 – Northern Rockies 







 


 


List of Stakeholders Province of British Columbia (Cont’d) 
o Regional District 55 – Peace River 
o District of Mackenzie 
o District of Taylor 
o District of Chetwynd 
o District of Tumbler Ridge 
o City of Dawson Creek 
o District of Hudson’s Hope 
o City of Fort St. John 
o Town of Fort Nelson 


• Health and Safety Organizations 
o B.C. Provincial Emergency Program, Northeast Region 
o Royal Canadian Mounted Police 


• Environmental/Conservation Organizations 
o B.C. Recreation and Parks Association 
o B.C. Wildlife Federation 
o Chetwynd Environmental Society Canadian Parks and Wilderness Society 
o Muskwa Kechika Management Area 


• Industry Organizations 
o Fort Nelson Chamber of Commerce 
o Fort St. John District Chamber of Commerce 
o MacKenzie Chamber of Commerce 
o Dawson Creek District Chamber of Commerce 
o Tumbler Ridge Chamber of Commerce 
o Chetwynd Chamber of Commerce 


• Labour Organizations 
o International Union of Operating Engineers 115 
o International Brotherhood of Teamsters, Chauffeurs, Warehousemen and 


Helpers of America Local No.213 
o United Association of Journeymen and Apprentices of the Plumbing and Pipe 


Fitting Industry of the United States and Canada Local 170 
o Labourers International Union 
o B.C. and Yukon Building Trades Council 


• Persons with an Interest in Landholdings 


Land users and landowners holding land rights within 500 metres of the pipeline 
centreline or other Project facilities will be consulted.  This will include the 
following types of landholdings: 


o Freehold; 







 


 


List of Stakeholders Province of British Columbia (Cont’d) 
o Leasehold; 
o Grazing leases; 
o Mineral claims; 
o Trapping concessions; and 
o Outfitting concessions. 


 







 


 


List of Stakeholders Province of Alberta 
 
Stakeholders will be consulted in Alberta with respect to any new pipeline or facilities to be 
constructed by Foothills. 
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GENERAL TERMS AND CONDITIONS 


1.0 DEFINITIONS 


In this Tariff:   


1.1 “Act” shall mean the Gas Utilities Act, R.S.A. 1980, c. G-4, as amended. 


1.2 “Alberta Delivery Point” shall mean the point in Alberta where gas that is not to be 


removed from Alberta is delivered to Customer by Company under a Schedule of 


Service. 


1.3 “Annual Plan” shall mean a document submitted annually to the Board by Company 


outlining the Company’s planned Facility additions and major modifications. 


1.4 “Banking Day” shall mean any day that the Royal Bank of Canada, Main Branch, 


Calgary, Canada, or other financial institutions agreed to by Company, conducts 


business. 


1.5 “Billing Commencement Date” shall mean the earlier of: 


(a) the Ready for Service Date; and 


(b) the date Company commences to provide Service to Customer pursuant to a 


Service Agreement or Schedule of Service. 


1.6 Billing Month” shall mean that month which immediately precedes the month in which 


Company is required to provide a bill for Service. 


1.7  “Board” shall mean the Alberta Energy and Utilities Board. 


1.8 “Central Clock Time” or “CCT” shall mean the clock time in the Central Zone. 


1.9 “Closing Date” shall mean the date an open season ends as posted by Company. 
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1.10 “CO2 Volume” shall mean the portion of the total excess volume of carbon dioxide 


allocated by a CSO to a Customer at a particular Receipt Point for any month under a 


Schedule of Service for Service under Rate Schedule CO2.  The total excess volume of 


carbon dioxide at a Receipt Point for any month shall be determined by Company as 


follows: 


Total Excess CO2 Volume = A x ( B - C ) 


Where: 


“A” =  the total volume of gas received by Company at such Receipt Point; 


“B” = the percentage of carbon dioxide by volume of gas received as determined 


by Company at such Receipt Point; and 


“C” = two (2) percent. 


If “B” is less than or equal to “C”, the Total Excess CO2 Volume shall be zero. 


1.11 “CO2 Rate” shall mean the CO2 Rate in the Table of Rates, Tolls and Charges which has 


been fixed by Company or the Board for Service under Rate Schedule CO2. 


1.12 “Common Stream Operator” or “CSO” shall mean the person who, with respect to a 


Receipt Point: 


(i) provides Company with the estimates of Flow at the Receipt Point; 


(ii) provides Company with the allocation of the estimated Flow and Total Quantity 


for the Receipt Point to each Customer receiving Service at the Receipt Point; and 


(iii) accepts Nominations made by Company on behalf of Customers and confirms the 


availability of gas to meet Customer’s Nominations. 


1.13 “Company” shall mean NOVA Gas Transmission Ltd. and any successor to it. 
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1.14 “Company’s Gas Use Price” shall mean the monthly weighted average of the 


“AECO/NGX Intra-Alberta Same Day Index Values” for every day of the month 


recorded by the Natural Gas Exchange Inc. (or its successor) as published on its website 


(or any replacement thereof) for the Billing Month multiplied by the average heating 


value of all physical gas received by Company for the Billing Month. 


1.15 “Connecting Pipeline Operator” or “CPO” shall mean the person who, with respect to a 


Delivery Point, places Nominations with Company on behalf of Customers. 


1.16 “Criteria for Determining Primary Term” shall mean the procedure for determining the 


Primary Term, as set out in Appendix “E” of the Tariff. 


1.17 “Cubic Metre of Gas” shall mean that quantity of gas which, at a temperature of fifteen 


(15) degrees Celsius and at an absolute pressure of one hundred one and three hundred 


twenty-five thousandths (101.325) kiloPascals occupies a volume of one cubic metre. 


1.18 “Customer” shall mean any Person named as a Customer in a Service Agreement or 


Schedule of Service. 


1.19 “Customer Account” shall mean an account established by Company for Customer to 


record Customer’s transactions related to Service under one or more Rate Schedules. 


1.20  “Customer’s Inventory” shall mean, for each Customer Account at a given time on a 


day, an estimated energy amount determined by Company as follows: 


CI =   (A  +  B)  -  (C  +  D)  -  E  ±  F 


Where: 


“CI” = the Customer’s Inventory; 


“A” = the gas received by Company from Customer at all of Customer’s 


Receipt Points; 
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“B” = the gas received by Customer from another Customer through title 


transfers; 


“C” = the gas delivered by Company to Customer at all of Customer’s 


Delivery Points; 


“D” = the gas delivered by Customer to another Customer through title 


transfers; 


“E” = the gas allocated to Customer for Gas Used, Gas Lost, and 


Measurement Variance; and 


“F” = the daily recovery of Customer’s Inventory imbalance as a result 


of: 


(i) any differences in measurement or allocations between the 


daily estimated gas received by Company from Customer at 


all of Customer’s Receipt Points and the month end actual 


quantity of gas received by Company from Customer at 


such Receipt Points;  


(ii) any differences in measurement or allocations between the 


daily estimated quantity of gas delivered by Company to 


Customer at all of Customer’s Delivery Points and the 


month end actual gas delivered by Company to Customer at 


such Delivery Points;  


(iii) any corrections due to measurement or allocations of gas for 


any prior months; and 


(iv) Company’s administration of Customer’s Inventory at 


month end pursuant to paragraphs 8.2 and 8.3 in Appendix 


“D” of the Tariff. 
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1.21 “Daily Open Season” shall have the meaning attributed to it in subparagraph 2.6.1 of 


Appendix “A” of the Tariff. 


1.22 “Daily Open Season Bid Form” shall have the meaning attributed to it in subparagraph 


2.6.2(a) of Appendix “A” of the Tariff. 


1.23 “Day” shall mean a period of twenty-four (24) consecutive hours, beginning and ending 


at eight hours (08:00) Mountain Standard Time. 


1.24 “Delivery Demand Charge” shall have the meaning attributed to it in subparagraph 4.2.2 


(ii) of Rate Schedule LRS. 


1.25 “Delivery Point” shall mean the point where gas may be delivered to Customer by 


Company under a Schedule of Service and shall include but not be limited to Export 


Delivery Point, Alberta Delivery Point, Extraction Delivery Point and Storage Delivery 


Point. 


1.26 “EBB” shall mean Company’s electronic bulletin board. 


1.27 “Effective LRS Rate” shall mean the Effective LRS Rate set forth in the Table of Rates, 


Tolls and Charges which has been fixed by Company or the Board for Service under Rate 


Schedule LRS. 


1.28 “Eligible LRS Contract Demand” shall have the meaning attributed to it in subparagraph 


4.2.1 of Rate Schedule LRS. 


1.29 “Eligible LRS-3 Contract Demand” shall have the meaning attributed to it in 


subparagraph 4.2.1 of Rate Schedule LRS-3. 


1.30 “Eligible LRS-2 Volume” shall have the meaning attributed to it in subparagraph 4.3.2 of 


Rate Schedule LRS-2. 


1.31 “Eligible Points to Point Volume” shall mean for each Schedule of Service under Rate 


Schedule FT-P, the lesser of: 
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(i) the sum of each Points to Point Contract Demand in effect for all or a 


portion of the Billing Month multiplied by the number of days that the 


Customer was entitled to such Points to Point Contract Demand under 


such Schedule of Service in such month; 


(ii) the actual volume of gas received by Company from Customer at the 


Receipt Points under such Schedule of Service; or 


(iii) the actual volume of gas delivered by Company to Customer at the 


Alberta Delivery Point under such Schedule of Service. 


1.32 “ERC Adjustment” shall have the meaning attributed to it in Appendix “G” of the tariff. 


1.33  “ERC Event” shall have the meaning attributed to it in Appendix “G” of the Tariff. 


1.34 “Existing Capacity” shall have the meaning attributed to it in paragraph 2.1 of Appendix 


“A” of the Tariff. 


1.35 Existing Capacity Open Season” shall have the meaning attributed to it in paragraph 2.1 


of Appendix “A” of the Tariff. 


1.36 “Expansion Capacity” shall have the meaning attributed to it in paragraph 3.1 of 


Appendix “A” of the Tariff. 


1.37 “Expansion Capacity Open Season” shall have the meaning attributed to it in paragraph 


3.1 of Appendix “A” of the Tariff. 


1.38 “Expansion Closing Date” shall have the meaning attributed to it in subparagraph 3.1(c) 


of Appendix “A” of the Tariff. 


1.39 “Export Delivery Contract Demand” shall mean the maximum quantity of gas, expressed 


in GJ or as converted to GJ pursuant to paragraph 15.12, Company may be required to 


deliver to Customer at the Export Delivery Point on any Day, as set forth in the Schedule 


of Service. 
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1.40 “Export Delivery Point” shall mean any of the following points where gas is delivered to 


a Customer for removal from Alberta under a Schedule of Service: 


Alberta-British Columbia Border 


Alberta-Montana Border 


Boundary Lake Border 


Cold Lake Border  


Demmitt #2 Interconnect 


Empress Border  


Gordondale Border  


McNeill Border 


Unity Border  


1.41 “Extraction Delivery Point” shall mean the point in Alberta where gas may be delivered 


to the Extraction Plant by Company for Customer under a Schedule of Service. 


1.42 “Extraction Plant” shall mean a facility connected to the Facilities where Gas liquids are 


extracted. 


1.43 “Extraction Receipt Point” shall mean the point in Alberta where gas may be received 


from the Extraction Plant by Company for Customer under a Schedule of Service. 


1.44 “Facilities” shall mean Company’s pipelines and other facilities or any part or parts 


thereof for the receiving, gathering, treating, transporting, storing, distributing, 


exchanging, handling or delivering of gas. 


1.45 “Financial Assurance” shall have the meaning attributed to it in paragraph 10.1. 


1.46 “Flow” shall mean, with respect to a Receipt Point, the rate in 103m3/d or GJ/d, as the 


case may be, that gas is being delivered into Company’s Facilities through such Receipt 


Point at any point in time and means with respect to a Delivery Point, the rate in 103m3/d 
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or GJ/d, as the case may be, that gas is being delivered off Company’s Facilities through 


such Delivery Point at any point in time. 


1.47 “FT-A Rate” shall mean the FT-A Rate in the Table of Rates, Tolls and Charges which 


has been fixed by Company or the Board for Service under Rate Schedule FT-A. 


1.48 “FT-D Demand Rate” shall mean the FT-D Demand Rate in the Table of Rates, Tolls and 


Charges which has been fixed by Company or the Board for Service under Rate Schedule 


FT-D. 


1.49 “FT-DW Bid Price” shall have the meaning attributed to it in article 3.0 of Rate Schedule 


FT-DW. 


1.50 “FT-DW Capacity” shall have the meaning attributed to it in paragraph 4.1 of Appendix 


“A” of the Tariff. 


1.51 “FT-DW Open Season” shall have the meaning attributed to it in paragraph 4.1 of 


Appendix “A” of the Tariff. 


1.52 “FT-P Customer Account” shall mean an account established by Company for Customer 


to record Customer’s transactions related to Service under Rate Schedule FT-P. 


1.53 “FT-P Demand Rate” shall mean the FT-P Demand Rate for the distance between the 


particular Receipt Points and the particular Alberta Delivery Point in the Table of Rates, 


Tolls and Charges which has been fixed by Company or the Board for Service under Rate 


Schedule FT-P. 


1.54 “FT-R Demand Rate” shall mean the FT-R Demand Rate for a particular Receipt Point in 


the Table of Rates, Tolls and Charges which has been fixed by Company or the Board for 


Service under Rate Schedule FT-R. 
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1.55 “FT-RN Demand Rate” shall mean the FT-RN Demand Rate in the Table of Rates, Tolls 


and Charges which has been fixed by Company or the Board for Service under Rate 


Schedule FT-RN for a particular Receipt Point. 


1.56 “Gas” or “gas” shall mean all natural gas both before and after it has been subjected to 


any treatment or process by absorption, purification, scrubbing or otherwise, and includes 


all fluid hydrocarbons other than hydrocarbons that can be recovered from a pool in 


liquid form by ordinary production methods. 


1.57 “GIA” shall mean the Electricity and Gas Inspection Act, R.S.C. 1985, c. E-4, as 


amended, and all Regulations issued pursuant to it. 


1.58 “Gas Lost” shall mean that quantity of gas determined by Company to be the aggregate 


of: 


(i) the total quantity of gas lost as a result of a Facilities rupture or leak; and 


(ii) any Customer’s Inventory that Company reasonably determines to be 


unrecoverable. 


1.59 “Gas Used” shall mean that quantity of gas determined by Company to be the total 


quantity of gas used by Company in the operation, maintenance and construction of the 


Facilities. 


1.60 “Gas Year” shall mean a period of time beginning at eight hours (08:00) Mountain 


Standard Time on the first day of November in any year and ending at eight hours 


(08:00) Mountain Standard Time on the first day of November of the next year. 


1.61 “GJ” shall mean gigajoule, or one billion joules. 


1.62 “Gross Heating Value” shall mean the total MJ obtained by complete combustion of one 


cubic metre of gas with air, the gas to be free of all water vapour and the gas, air and 


products of combustion to be at standard conditions of fifteen (15) degrees Celsius and 
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one hundred one and three hundred twenty-five thousandths (101.325) kiloPascals 


(absolute) and all water vapour formed by the combustion reaction condensed to the 


liquid state. 


1.63 “Interconnecting Pipeline Open Season” shall have the meaning attributed to it in 


subparagraph 2.3.1 of Appendix “A” of the Tariff. 


1.64 “IT-D Rate” shall mean the IT-D Rate in the Table of Rates, Tolls and Charges which has 


been fixed by Company or the Board for Service under Rate Schedule IT-D. 


1.65 “IT-R Rate” shall mean the IT-R Rate for a particular Receipt Point in the Table of Rates, 


Tolls and Charges which has been fixed by Company or the Board for Service under Rate 


Schedule IT-R. 


1.66 “J” or “Joule” shall mean the base unit for energy as defined by the International System 


of Units (SI). 


1.67 “kPa” or “kiloPascals ” shall mean kiloPascals of pressure (gauge) unless otherwise 


specified. 


1.68 “Line Pack Gas” shall mean at any point in time that quantity of gas determined by 


Company to be the total quantity of gas contained in the Facilities. 


1.69 “LRS Billing Adjustment” shall have the meaning attributed to it in subparagraph 4.2.4 


of Rate Schedule LRS. 


1.70 “LRS Charge” shall have the meaning attributed to it in subparagraph 4.2.3 of Rate 


Schedule LRS. 


1.71 “LRS Contract Demand” shall mean the maximum daily volume of gas Company may be 


required to receive from Customer and deliver at the Empress or McNeill Border Export 


Delivery Point under Rate Schedule LRS. 
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1.72 “LRS Receipt Point Obligation” shall mean the period determined in subparagraph 6.2 or 


6.3 of Rate Schedule LRS as the case may be. 


1.73 “LSR-3 Contract Demand” shall mean the maximum daily volume of gas Company may 


be required to receive from Customer and deliver at the Empress Border Export Delivery 


Point under a Schedule of Service for Service under Rate Schedule LRS-3. 


1.74 “LRS-3 Demand Rate” shall mean the LRS-3 Demand Rate in the Table of Rates, Tolls 


and Charges which has been fixed by Company or the Board for Service under Rate 


Schedule LRS-3. 


1.75 “Maximum Carbon Dioxide Volume” shall mean the maximum total excess CO2 Volume 


as determined by Company that the Company may be required to accept at a particular 


Receipt Point on any day, as set forth in a Schedule of Service under Rate Schedule CO2. 


1.76 “Maximum Delivery Pressure” shall mean relative to a Delivery Point the maximum 


pressure at which Company may deliver gas to Customer, as set forth in a Schedule of 


Service. 


1.77 “Maximum Receipt Pressure” shall mean relative to a Receipt Point the maximum 


pressure at which Company may require Customer to deliver gas, as set forth in Schedule 


of Service. 


1.78 “Measurement Variance” shall mean, for any period, after taking into account any 


adjustment made in accordance with the provisions of paragraph 2.6 of these General 


Terms and Conditions, the energy equivalent of the amount determined as follows:  


MV =   (A + B + C) - (D + E) 


Where: 


“MV” = the Measurement Variance; 
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“A” = the energy equivalent of gas determined by Company to have been 


delivered to all Customers during the period; 


“B” = the energy equivalent of the aggregate of the Gas Lost and Gas Used 


during the period; 


“C” = the energy equivalent of Line Pack Gas at the end of the period; 


“D” = the energy equivalent of gas determined by Company to have been 


received from all Customers during the period; and 


“E” = the energy equivalent of Line Pack Gas at the beginning of the period. 


1.79 “MJ” shall mean megajoule, or one million joules. 


1.80 “Month” or “month” shall mean a period of time beginning at eight hours (08:00) 


Mountain Standard Time on the first day of a calendar month and ending at eight hours 


(08:00) Mountain Standard Time on the first day of the next calendar month. 


1.81 “Nomination” shall mean, with respect to a Receipt Point or a Delivery Point, a request 


for Flow made on behalf of a Customer. 


1.82  “Officer’s Certificate” shall have the meaning attributed to it in subparagraph 4.2.1 of 


Rate Schedule LRS for Service under Rate Schedule LRS and subparagraph 4.3.1 of Rate 


Schedule LRS-2 for Service under Rate Schedule LRS-2. 


1.83 “Open Season Bid Form” shall have the meaning attributed to it in subparagraph 2.2(a) of 


Appendix “A” of the Tariff. 


1.84 “Over-Run Gas” shall mean, in respect of a Customer in a month, the aggregate quantity 


of gas for which an amount for over-run gas is payable by Customer in the Billing 


Month. 
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1.85 “OS Charge” shall mean an OS Charge in the Table of Rates, Tolls and Charges which 


has been fixed by Company or the Board for Service under Rate Schedule OS. 


1.86 “Person” shall mean and include Company, a Customer, a corporation, a company, a 


partnership, an association, a joint venture, a trust, an unincorporated organization, a 


government, or department of a government or a section, branch, or division of a 


department of a government. 


1.87 “Points to Point Contract Demand” shall mean the maximum volume of gas Company 


may be required to receive from Customer at particular Receipt Points and deliver to 


Customer at a particular Alberta Delivery Point on any day under a Schedule of Service 


under Rate Schedule FT-P. 


1.88 “Price Point” shall mean Price Point “A”, Price Point “B”, or Price Point “C”, each as 


defined in paragraph 3.2 of Rate Schedule FT-R and Rate Schedule FT-P. 


1.89 “Primary Term”  shall mean for the purposes of any Service provided under any 


Schedule of Service the term calculated in accordance with the Criteria for Determining 


Primary Term in Appendix “E” of the Tariff. 


1.90 “Prime Rate” shall mean the rate of interest, expressed as an annual rate of interest, 


announced from time to time by the Royal Bank of Canada, Main Branch, Calgary, 


Alberta as the reference rate then in effect for determining interest rates on Canadian 


dollar commercial loans in Canada. 


1.91 “Project Area” shall mean each of:  


(i) the Peace River Project Area; 


(ii) the North and East Project Area; and 


(iii) the Mainline Project Area, 
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as described in Company’s current Annual Plan.  The Project Areas may be amended 


from time to time by Company in consultation with the Facility Liaison Committee (or 


any replacement of it), provided Company has given six (6) months notice of such 


amendment to its Customers. 


1.92 “PT Gas Rate” shall mean the PT Gas Rate in the Table of Rates, Tolls and Charges 


which has been fixed by Company or the Board for Service under Rate Schedule PT, 


based on the incremental gas requirements associated with the Facilities required to 


provide such Service. 


1.93 “PT Rate” shall mean the PT Rate in the Table of Rates, Tolls and Charges which has 


been fixed by Company or the Board for Service under Rate Schedule PT, based on the 


incremental operating costs associated with providing such Service plus ten percent. 


1.94 “Rate Schedule” shall mean any of the schedules identified as a “Rate Schedule” 


included in the Tariff. 


1.95 “Ready for Service Date” shall mean the Day designated as such by Company by written 


notice to Customer stating that Company has Facilities which are ready for and are 


capable of rendering the Service applied for by Customer. 


1.96 “Receipt Contract Demand” shall mean the maximum volume of gas Company may be 


required to receive from Customer at a Receipt Point on any Day, under a Schedule of 


Service. 


1.97 “Receipt Demand Charge” shall have the meaning attributed to it in subparagraph 4.2.2 


(i) of Rate Schedule LRS. 


1.98 “Receipt Point” shall mean the point in Alberta at which gas may be received from 


Customer by Company under a Service Agreement or Schedule of Service. 


1.99  “STFT Bid Price” shall have the meaning attributed to it in article 3.0 of Rate Schedule 


STFT. 
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1.100 “STFT Capacity” shall have the meaning attributed to it in paragraph 5.1 of Appendix 


“A” of the Tariff. 


1.101 “STFT Capacity Open Season” shall have the meaning attributed to it in paragraph 5.1 of 


Appendix “A” of the Tariff. 


1.102 “Schedule of Service” shall mean the attachment(s) to a Service Agreement for Service 


under any Rate Schedule designated as “Schedule of Service” and any amendments 


thereto. 


1.103 “Secondary Term” shall mean for the purposes of Service provided under any Schedule 


of Service any portion of the term of the Schedule of Service that is not Primary Term. 


1.104 “Service” shall have the meaning attributed to it in article 2.0 of the applicable Rate 


Schedule. 


1.105 “Service Agreement” shall mean an agreement between Company and Customer 


respecting Service to be provided under any Rate Schedule. 


1.106 “Service Commencement Date” shall mean the service commencement date requested by 


Customer on Customer bid. 


1.107 “Service Termination Date” shall mean the last Day in a month upon which Service shall 


terminate, as set forth in a Schedule of Service and subject to any renewal thereof. 


1.108 “Storage Delivery Point” shall mean the point in Alberta where gas may be delivered to 


the Storage Facility by Company for Customer for ultimate receipt from such Storage 


Facility at the Storage Receipt Point under a Schedule of Service. 


1.109 “Storage Facility” shall mean any commercial facility where gas is stored, that is 


connected to the Facilities and is available to all Customers. 
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1.110 “Storage Receipt Point” shall mean the point in Alberta where gas may be received from 


the Storage Facility by Company for Customer that was previously delivered to such 


Storage Facility at the Storage Delivery Point under a Schedule of Service. 


1.111 “Surcharge” shall mean a Surcharge set forth in the Table of Rates, Tolls and Charges 


which has been fixed by Company or the Board for Service under a Rate Schedule. 


1.112 “Table of Rates, Tolls and Charges” shall mean the Table of Rates, Tolls and Charges 


setting forth rates, tolls and charges that have been fixed by Company or the Board to be 


imposed, observed and followed by Company. 


1.113 “Tariff” shall mean this Gas Transportation Tariff, including the Table of Rates, Tolls 


and Charges, the Rate Schedules, the Service Agreements, Schedules of Service, these 


General Terms and Conditions and the Appendices. 


1.114 “Tier” shall mean the Tier 1, Tier 2 or Tier 3 CO2 Rate as set forth in the Table of Rates, 


Tolls and Charges. 


1.115 “TJ” shall mean terajoule, or one trillion joules. 


1.116 “Thousand Cubic Metres” or “103m3” shall mean one thousand (1000) Cubic Metres of 


Gas. 


1.117  “Winter Season” shall mean the period commencing on November 1 of any year and 


ending on the next succeeding March 31. 







  
NOVA Gas Transmission Ltd. Page 18 
 General Terms and Conditions 
 


TARIFF Effective Date:  September 1, 2007 as per EUB Order  U2007-183 


2.0 MEASURING EQUIPMENT 


2.1 Installation 


Company, at its option, may furnish, install, maintain and operate all measuring 


equipment located at each Receipt Point, Delivery Point or other point where gas is 


measured. 


2.2 Compliance with Standards 


Company may use such measuring equipment as it deems appropriate provided that all 


measuring equipment shall comply with all applicable requirements under the GIA. 


2.3 Check Measuring Equipment 


Customer may install and operate check measuring equipment provided that such 


equipment does not interfere with the operation of the Facilities. 


2.4 Pulsation Dampening 


Customer shall provide or cause to be provided such pulsation dampening equipment as 


may be necessary to ensure that any facilities upstream of a Receipt Point do not interfere 


with the operation of the Facilities. 


2.5 Verification 


The accuracy of Company’s measuring equipment shall be tested and verified by 


Company at such intervals as may be appropriate for such equipment.  Reasonable notice 


of the time and nature of each test shall be given to Customer to permit Customer to 


arrange for a representative to observe the test and any adjustments resulting from such 


test.  If, after notice, Customer fails to have a representative present, the results of the test 


shall nevertheless be considered accurate. 
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2.6 Correction 


If at any time any of the measuring equipment is found to be out of service or registering 


inaccurately with the result that a significant measurement error has occurred, such 


equipment shall be adjusted as soon as practicable to read as accurately as possible and 


the readings of such equipment shall be adjusted to correct for such significant error for a 


period definitely known or agreed upon, or if not known or agreed upon, one-half (1/2) of 


the elapsed time since the last test.  The measurement during the appropriate period shall 


be determined by Company on the basis of the best data available using the most 


appropriate of the following methods: 


(a) by using the data recorded by any check measuring equipment if installed and 


accurately registering;  


(b) by making the appropriate correction if the deviation from the accurate reading is 


ascertainable by calibration test or mathematical calculation;  


(c) by estimating based on producer measurements; or 


(d) by estimating based on deliveries under similar conditions during a period when 


the equipment was measuring accurately. 


2.7 Expense of Additional Tests 


If Customer requests a test in addition to the tests provided for by paragraph 2.5 and if 


upon testing the deviation from the accurate reading is found to be less than two (2) 


percent, Customer shall bear the expense of the additional test. 


2.8 Inspection of Equipment and Records 


Company and Customer shall have the right to inspect measuring equipment installed or 


furnished by the other, and the charts and other measurement or test data of the other at 


all times during normal business hours upon reasonable notice, but the reading, 
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calibration and adjustment of such equipment and the changing of the charts shall be 


done only by the Person installing and furnishing same. 


2.9 Quality Equipment and Tests 


(a) Company may furnish, install, maintain and operate such equipment as it 


considers necessary to ensure that gas received by Company conforms to the 


quality requirements set forth in the Tariff. 


(b) Company may establish and utilize such reasonable methods, procedures and 


equipment as Company determines are necessary in order to determine whether 


gas received by Company conforms with the quality requirements set forth in the 


Tariff. 


3.0 GAS QUALITY  


3.1 Quality Requirements 


Gas received at a Receipt Point: 


(a) shall be free, at the pressure and temperature in the Facilities at the Receipt Point, 


from sand, dust, gums, crude oil, contaminants, impurities or other objectionable 


substances which will render the gas unmerchantable, cause injury, cause damage 


to or interfere with the operation of the Facilities; 


(b) shall not have a hydrocarbon dew point in excess of minus ten (-10) degrees 


Celsius at operating pressures; 


(c) shall not contain more than twenty-three (23) milligrams of hydrogen sulphide per 


one (1) cubic metre; 


(d) shall not contain more than one hundred and fifteen (115) milligrams of total 


sulphur per one (1) cubic metre; 
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(e) shall not contain more than two (2) percent by volume of carbon dioxide unless a 


valid Service Agreement and Schedule of Service under Rate Schedule CO2 is 


executed by Customer and in effect at such Receipt Point; 


(f) shall not contain more than: 


(i) sixty-five (65) milligrams of water vapour per one (1) cubic metre; or 


(ii) forty-eight (48) milligrams of water vapour per one (1) cubic metre if a 


valid Service Agreement and Schedule of Service under Rate Schedule 


CO2 is executed and in effect at such Receipt Point; 


(g) shall not have a water dew point in excess of minus ten (-10) degrees Celsius at 


operating pressures greater than eight thousand two hundred seventy five (8275) kPa; 


(h) shall not exceed forty-nine (49) degrees Celsius in temperature; 


(i) shall be as free of oxygen as practicable and shall not in any event contain more 


than four-tenths of one (0.4) percent by volume of oxygen; and 


(j) shall have a Gross Heating Value of not less than thirty-six (36) megaJoules per 


cubic metre. 


3.2 Nonconforming Gas 


(a) If gas received by Company fails at any time to conform with any of the quality 


requirements set forth in paragraph 3.1 above, then Company shall notify 


Customer of such failure and Company may, at Company’s option, refuse to 


accept such gas pending the remedying of such failure to conform to quality 


requirements.  If the failure to conform is not promptly remedied, Company may 


accept such gas and may take such steps as Company determines are necessary to 


ensure that such gas conforms with the quality requirements and Customer shall 


reimburse Company for any reasonable costs and expenses incurred by Company. 
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(b) Notwithstanding subparagraph 3.2 (a), if gas received by Company fails to 


conform to the quality requirements set forth in paragraph 3.1 above, Company 


may at its option immediately suspend the receipt of gas, provided however that 


any such suspension shall not relieve Customer from any obligation to pay any 


rate, toll, charge or other amount payable to Company. 


(c) Notwithstanding subparagraphs 3.2 (a) and 3.2 (b), if gas received by Company 


fails to conform to the quality requirements set forth in subparagraph 3.1(e) 


above, Company shall notify Customer of such failure.  If the failure to conform 


is not remedied by Customer within thirty (30) days, Company shall refuse to 


accept such gas pending the remedying of such failure, provided however that any 


such suspension shall not relieve Customer from any obligation to pay any rate, 


toll, charge or other amount payable to Company. 


3.3 Quality Standard of Gas Delivered at Delivery Points 


Gas which Company delivers at Delivery Points shall have the quality that results from 


gas having been transported and commingled in the Facilities.  


4.0 MEASUREMENT 


4.1 Method of Measurement 


Company may make such measurements and calculations and use such procedures as it 


deems appropriate in determining volume, provided that the measurements and 


calculations made and the procedures used comply with any applicable requirements 


under the GIA.   


4.2 Unit of Measurement 


4.2.1 The unit of volume for purposes of measurement hereunder shall be a Thousand 


Cubic Metres. 
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4.2.2 The unit of quantity for purposes of measurement hereunder shall be a GJ. 


4.3 Atmospheric Pressure 


For the purpose of measurement atmospheric pressure shall be determined by a 


recognized formula applied to the nearest one hundredth (0.01) kPa absolute and deemed 


to be constant at the time and location of measurement. 


4.4 Flowing Temperature 


 The temperature of flowing gas shall be determined by means of a recording thermometer 


or other equipment appropriate for the determination of temperature. 


4.5 Determination of Gas Characteristics 


The gas characteristics including, without limiting the generality of the foregoing, Gross 


Heating Value, relative density, nitrogen and carbon dioxide content, shall be determined 


by continuous recording equipment, laboratory equipment or through computer 


modeling. 


4.6 Exchange of Measurement Information 


Company and Customer shall make available to the other, as soon as practicable 


following written request, all measurement and test charts, measurement data and 


measurement information pertaining to the Service being provided to Customer. 


4.7 Preservation of Measurement Records 


Company and Customer shall preserve all measurement test data, measurement charts 


and other similar records for a minimum period of six (6) years or such longer period as 


may be required by record retention rules of any duly constituted regulatory body having 


jurisdiction. 
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5.0 BILLING AND PAYMENT 


5.1 Billing 


On or before the twenty-first day of each month, Company shall provide on EBB a bill to 


Customer for Service rendered during the Billing Month.  Customer shall furnish such 


information to Company as Company may require for billing on or before the twenty-first 


day of the Billing Month. 


5.2 Payment 


Customer shall make payment to Company in Canadian dollars of its bill on or before the 


last day of the month following the Billing Month. 


5.3 Late Billing 


If Company provides a bill after the twenty-first day of a month, then the date for 


payment shall be that day which is ten (10) days after the day that such bill was provided. 


5.4 Interest on Unpaid Amounts 


Company shall have the right to charge interest on the unpaid portion of any bill 


commencing from the date payment was due and continuing until the date payment is 


actually received, at a rate per annum equal to the Prime Rate  plus one (1) percent.  The 


principal and accrued interest to date shall be due and payable immediately upon 


demand. 


5.5 Adjustment Where Bill Estimated 


Information used for billing may be actual or estimated.  If actual information necessary 


for billing is unavailable to Company sufficiently in advance of the twenty-first day of 


the month to permit the use of such information in the preparation of a bill, Company 


shall use estimated information.  In the month that actual information becomes available 


respecting a previous month where estimated information was used, the bill for the month 
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in which the actual information became available shall be adjusted to reflect the 


difference between the actual and estimated information as if such information related to 


such later month.  Neither Company nor Customer shall be entitled to interest on any 


adjustment. 


5.6 Corrections 


Notwithstanding any provision contained in this Tariff to the contrary, the correction of 


an error in a bill for Service provided in a prior month, shall be made to the bill in 


accordance with the appropriate provision of this Tariff in effect at the time that the error 


was made.  Company shall proceed with such correction in the month following the 


month that Company confirms the error.  In the case of a disputed bill the provisions of 


paragraph 5.7 shall apply. 


5.7 Disputed Bills 


5.7.1 In the event Customer disputes any part of a bill, Customer shall nevertheless pay 


to Company the full amount of the bill when payment is due. 


5.7.2 If Customer fails to pay the full amount of any bill when payment is due, 


Company may upon four (4) Banking Days written notice immediately suspend 


any or all Service being or to be provided to Customer provided however that 


such suspension shall not relieve Customer from any obligation to pay any rate, 


toll, charge or other amount payable to Company.  If at any time during such 


suspension Customer pays the full amount payable to Company, Company shall 


within two (2) Banking Days recommence such suspended Service. 


Following suspension, Company may, in addition to any other remedy that may 


be available to it, upon four (4) Banking Days written notice to Customer 


immediately: 


(i) terminate any or all Service being or to be provided to Customer; and 
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(ii) declare any and all amounts payable now or in the future by Customer to 


Company for any and all Service to be immediately due and payable as 


liquidated damages and not as a penalty. 


5.7.3 In the event that it is finally determined that Customer’s monthly bill was 


incorrect and that an overpayment has been made, Company shall make 


reimbursement of such overpayment.  Company shall pay interest on the 


overpayment to Customer, commencing from the date such overpayment was 


made and continuing until the date reimbursement is actually made, at a rate per 


annum equal to the Prime Rate plus one (1) percent. 


6.0 POSSESSION AND CONTROL 


6.1 Control 


Gas received by Company shall be deemed to be in the custody and under the control of 


Company from the time it is received into the Facilities until it is delivered out of the 


Facilities. 


6.2 Warranty 


Customer warrants and represents it has the right to tender all gas delivered to Company. 


7.0 GAS PRESSURES  


7.1 The Gas Pressure At Receipt Points 


The pressure of gas tendered by Customer to Company at any Receipt Point shall be the 


pressure, up to the Maximum Receipt Pressure, that Company requires such gas to be 


tendered, from time to time, at that Receipt Point.  
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7.2 Pressure Protection 


Customer shall provide or cause to be provided suitable pressure relief devices, or 


pressure limiting devices, to protect the Facilities as may be necessary to ensure that the 


pressure of gas delivered by Customer to Company at any Receipt Point will not exceed 


one hundred ten (110%) percent of the Maximum Receipt Pressure. 


7.3 The Gas Pressure At Delivery Points 


The pressure of gas delivered by Company at any Delivery Point shall be the pressure 


available from the Facilities at that Delivery Point, provided that such pressure shall not 


exceed the Maximum Delivery Pressure. 


8.0 GAS USED, GAS LOST AND MEASUREMENT VARIANCE 


8.1 Company’s Gas Requirements 


Company may, at its option, either: 


(a) take from all Customers at Receipt Points a quantity of gas equal to the aggregate 


quantity of any or all Gas Used, Gas Lost and Measurement Variance for any 


period; or 


(b) arrange with a Customer or Customers or any other Persons at Receipt Points to 


take and pay for a quantity of gas equal to the aggregate quantity of any or all Gas 


Used, Gas Lost and Measurement Variance for any period. 


8.2 Allocation of Gas Taken 


If Company in any period exercises its option to take a quantity of gas as provided for in 


subparagraph 8.1 (a), each Customer’s share of the quantity of such gas taken in such 


period will be a quantity equal to the product of the quantity of such gas taken in such 


period and a fraction, the numerator of which shall be the aggregate quantity of gas 
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received by Company from Customer in such period at all of Customer’s Receipt Points 


and the denominator of which shall be the aggregate quantity of gas received by 


Company from all Customers in such period at all Receipt Points. 


8.3 Gas Received from Storage Facilities 


Notwithstanding anything contained in this article 8.0, any gas received into the Facilities 


from a gas storage facility that was previously delivered into the gas storage facility 


through the Facilities shall not be included in any calculation, and shall not be taken into 


account in any allocation, of Company’s gas requirements. 


9.0 DELIVERY OBLIGATION 


9.1 Company’s Delivery Obligation 


Subject to paragraph 9.2: 


(a) Company’s delivery obligation for any period where Company has exercised its 


option as provided for in subparagraph 8.1 (a), shall be to deliver to all Customers 


at all Delivery Points the quantity of gas Company determines was received from 


all Customers in such period at all Receipt Points, less all Customers share as 


determined under paragraph 8.2; and  


(b) Company’s delivery obligation, for any period where Company has exercised its 


option to purchase gas as provided for in subparagraph 8.1 (b), shall be to deliver 


to all Customers at all Delivery Points the quantity of all gas received from all 


Customers, other than gas taken from such Customers and paid for pursuant to 


subparagraph 8.1 (b), in such period at all Receipt Points. 
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9.2 Variance 


Due to variations in operating conditions, the aggregate daily and monthly quantities of 


gas delivered to all Customers at all Delivery Points, adjusted as provided for in 


paragraph 9.1, will differ from the aggregate of the corresponding daily and monthly 


quantities of gas received from all Customers.  Customers and Company shall co-operate 


to keep such differences to the minimum permitted by operating conditions and to 


balance out such differences as soon as practicable. 


9.3 Operating Balance Agreements 


Company may enter into agreements and other operating arrangements with any operator 


of a downstream pipeline facility interconnecting with the Facilities (“downstream 


operator”) respecting the balancing of gas quantities to be delivered by Company and to 


be received by the downstream operator on any Day at the interconnection of the 


downstream facility and the Facilities (the “interconnection point”).  This may include 


agreements and operating arrangements providing that for any Day a quantity of gas 


nominated by a Customer for delivery at the interconnection point may be deemed to 


have been delivered by Company and received by the downstream operator regardless of 


the actual flow of gas at the interconnection point on the Day.  


9.4 Energy Content and Gas Quality  


Gas delivered by Company to Customer at any of Customer’s Delivery Points shall have 


the energy content and quality that results from the gas having been commingled in the 


Facilities. 


9.5 Supply/Demand Balancing 


The Terms and Conditions Respecting Customer’s Inventories and Related Matters in 


Appendix “D” of the Tariff apply to all Service provided under this Tariff.  Each 


Customer receiving Service is responsible for ensuring that Customer’s Inventory is at all 


times within the Balanced Zone set out in Appendix “D”.  If Company determines that 
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Customer’s Inventory for any Customer is not within the Balanced Zone, Company may 


upon notice suspend all or any portion of Service to Customer until Customer brings 


Customer’s Inventory within the Balanced Zone, provided however that no such 


suspension shall relieve Customer of its obligation to pay any rate, toll, charge or other 


amount payable to Company. 


9.6 Balancing Procedures 


Company may from time to time establish procedures, consistent with the Terms and 


Conditions Respecting Customer’s Inventories and Related Matters set forth in Appendix 


“D” of the Tariff.  


9.7 Limitation on Delivery Obligation 


Company shall be obligated to provide only such Service as can be provided through 


Company’s operation of the existing Facilities pursuant to the terms and conditions of the 


Tariff. 


9.8 Uniform Flow Rate 


All deliveries of gas to Company at a Receipt Point shall be made in uniform hourly 


quantities to the extent practicable. 


9.9 Emergency Response Compensation Event 


 If there is an ERC Event, Company shall determine Customer’s Final ERC Adjustments 


in accordance with the Terms and Conditions Respecting Emergency Response 


Compensation set forth in Appendix “G” of the Tariff. 
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10.0 FINANCIAL ASSURANCES 


10.1 Financial Assurance for Performance of Obligations 


Company may request that Customer (or any assignee) at any time and from time to time 


provide Company with an irrevocable letter of credit or other assurance acceptable to 


Company, in form and substance satisfactory to Company and in an amount determined 


in accordance with paragraph 10.3 (the “Financial Assurance”). 


10.2 Failure to Provide Financial Assurance 


Company may withhold the provision of new Service until Company has received a 


requested Financial Assurance. 


If Customer fails to provide a requested Financial Assurance to Company within four (4) 


Banking Days of Company’s request, Company may upon four (4) Banking Days written 


notice immediately suspend any or all Service being or to be provided to Customer 


provided however that any such suspension shall not relieve Customer from any 


obligation to pay any rate, toll, charge or other amount payable to Company.  If at any 


time during such suspension Customer provides such Financial Assurance to Company, 


Company shall within two (2) Banking Days recommence such suspended Service. 


If Customer fails to provide such Financial Assurance during such suspension, Company 


may, in addition to any other remedy that may be available to it, upon four (4) Banking 


Days written notice to Customer immediately: 


(i) terminate any or all Service being or to be provided to Customer; and 


(ii) declare any and all amounts payable now or in the future by Customer to 


Company for any and all Service to be immediately due and payable as liquidated 


damages and not as a penalty. 
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10.3 Amount of Financial Assurance 


The maximum amount of Financial Assurance Company may request from a Customer 


(or assignee) shall be as determined by Company an amount equal to: 


(i) for the provision of all Services, other than for Service referred to in paragraph 


(ii), the aggregate of all rates, tolls, charges or other amounts payable to Company 


for a period of seventy (70) Days.  Provided however, the amount of Financial 


Assurance for all rates, tolls and charges other than demand charges shall be 


based on the daily average of the actual charges billed for Service for the 


preceding twelve (12) Month period with the initial forecast to be provided by 


Customer; and 


(ii) for the provision of Service under subparagraph 5.1(ii) of Rate Schedule FT-D, 


the aggregate of all rates, tolls, charges or other amounts payable to Company for 


a period of seventy (70) Days plus one (1) Month for each remaining year of the 


term of such Service, up to a maximum of twelve (12) Months total. 


The Financial Assurances for any new Facilities required to be installed or constructed by 


Company shall be determined in accordance with an agreement between Company and 


Customer for such Facilities. 


11.0 INTERRUPTIONS AND CURTAILMENTS 


11.1 Planned Interruptions 


Provided that Company shall have given Customer at least forty-eight (48) hours notice, 


Company may interrupt, curtail or reduce Service for such periods of time as it may 


reasonably require for the purpose of effecting any repairs, maintenance, replacement or 


upgrading or other work related to the Facilities. 
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11.2 Unplanned Interruptions 


Notwithstanding paragraph 11.1, in the event of unforeseen circumstances Company may 


interrupt, curtail or reduce Service for such periods of time as it may reasonably require 


without giving Customer the notice provided for in paragraph 11.1 provided that 


Company shall give notice of such interruption, curtailment or reduction as soon as is 


reasonably possible. 


11.3 Notice of Change in Operations 


Customer and Company shall give each other as much notice as is reasonably possible in 


the circumstances of expected temporary changes in the rates of delivery or receipt of 


gas, pressures or other operating conditions, together with the expected duration and the 


reason for such expected temporary changes. 


11.4 Priority During Interruptions 


11.4.1 At Receipt Points  


During periods of interruption and curtailment Company may reduce any or all 


Service at Receipt Points in the following order: 


(i) Firstly, Service under Rate Schedules IT-R and IT-S based on the priority 


provisions of the applicable Service Agreement until such Service has 


been reduced to zero (0); and 


(ii) Secondly, Service under Rate Schedules FT-R, FT-RN, FT-X, FT-P, LRS, 


LRS-2 and LRS-3 on a prorata basis (the “Prorated Service”).  Within the 


interrupted and curtailed area as determined by Company, Customer may, 


subject to Company’s consent, nominate Customer’s Prorated Service at 


any Receipt Point or combination of Receipt Points within such area 


during the period of interruption and curtailment, provided that the total 


volume nominated at each Receipt Point does not exceed: 
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(a)  the sum of Customer’s Receipt Contract Demand for each 


Schedule of Service at such Receipt Point for Service under Rate 


Schedules FT-R, FT-RN, FT-X, LRS, LRS-2 and LRS-3; or 


(b) the Customer’s Receipt Contract Demand for each Receipt Point 


for Service under Rate Schedule FT-P. 


11.4.2 At Delivery Points 


During periods of interruption and curtailment Company may reduce any or all 


Service at Delivery Points in the following order: 


(i) Firstly, Service under Rate Schedules IT-D and IT-S based on the priority 


provisions of the applicable Service Agreement until such Service has 


been reduced to zero (0); and  


(ii) Secondly, Service under Rate Schedules FT-D, FT-DW, FT-P, LRS-2, 


STFT, FT-A and FT-X on a prorata basis (the “Prorated Service”).  Within 


the interrupted and curtailed area as determined by Company, Customer 


may, subject to Company’s consent, nominate Customer’s Prorated 


Service at any Delivery Point or combination of Delivery Points within 


such area during the period of interruption and curtailment, provided that 


the total volume nominated at each Delivery Point does not exceed the 


sum of Customer’s Export Delivery Contract Demand for each Schedule 


of Service at such Delivery Point for Service under Rate Schedules FT-D, 


FT-DW, LRS-2, STFT and FT-X. 


11.5 Customer’s Obligations 


Notwithstanding any other provision in the Tariff, Customer agrees and acknowledges 


that any interruption and curtailment shall not under any circumstances suspend or 


relieve Customer from the obligation to pay any rate, toll, charge or other amount 


payable to Company. 
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12.0 FORCE MAJEURE 


12.1 Notice of Force Majeure 


In the event that either Company or Customer is rendered unable by reason of force 


majeure to perform in whole or in part any covenant or obligation in the Tariff, the 


performance of such covenant or obligation shall be suspended during the continuance of 


such force majeure, except as provided for in paragraph 12.3, upon the following terms 


and conditions: 


(a) the party claiming suspension shall give written notice to the other party 


specifying full particulars of such force majeure as soon as is reasonably possible; 


(b) the party claiming suspension shall as far as possible remedy such force majeure 


as soon as is reasonably possible; and 


(c) the party claiming suspension shall give written notice to the other party as soon 


as is reasonably possible after such force majeure has been remedied. 


12.2 Events of Force Majeure 


For the purposes of these General Terms and Conditions, the term “force majeure” shall 


mean any cause not reasonably within the control of the party claiming suspension which 


by the exercise of due diligence such party is unable to prevent or overcome, including 


but without limiting the generality of the foregoing: 


(a) lightning, storms, earthquakes, landslides, floods, washouts, and other acts of 


God; 


(b) fires, explosions, ruptures, breakages of or accidents to the Facilities; 


(c) freezing of pipelines or wells, hydrate obstructions of pipelines or appurtenances 


thereto, temporary failure of gas supply; 
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(d) shortages of necessary labour, strikes, lockouts or other industrial disturbances; 


(e) civil disturbances, sabotage, acts of public enemies, war, blockades, insurrections, 


vandalism, riots, epidemics; 


(f) arrests and restraints of governments and people; 


(g) the order of any court, government body or regulatory body; 


(h) inability to obtain or curtailment of supplies of electric power, water, fuel or other 


utilities or services; 


(i) inability to obtain or curtailment of supplies of any other materials or equipment; 


(j) inability to obtain or revocation or amendment of any permit, licence, certificate 


or authorization of any governmental or regulatory body, unless the revocation or 


amendment of such permit, licence, certificate or authorization was caused by the 


violation of the terms thereof or consented to by the party holding the same; 


(k) the failure for any reason of a supplier of gas to Customer or a purchaser of gas 


from Customer to supply and deliver gas to Customer or to purchase and take 


delivery of gas from Customer; 


(l) any claim by any third party that any covenant or obligation of such third party is 


suspended by reason of force majeure, including without limiting the generality of 


the foregoing any such claim by any transporter of gas to, from or for Company or 


Customer; and 


(m) any other cause, whether herein enumerated or otherwise, not reasonably within 


the control of the party claiming suspension which by the exercise of due 


diligence such party is unable to prevent or overcome. 
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12.3 Customer’s Obligations 


Notwithstanding any other provision herein, Customer acknowledges and agrees that the 


occurrence of an event of force majeure shall not under any circumstances suspend or 


relieve Customer from the obligation to pay any rate, toll, charge or other amount 


payable to Company. 


12.4 Lack of Funds not Force Majeure 


Notwithstanding any other provision herein, Company and Customer agree that a lack of 


funds or other financial cause shall not under any circumstances be an event of force 


majeure. 


12.5 Strikes and Lockouts 


Notwithstanding any other provision herein, Company and Customer agree that the 


settlement of strikes, lockouts and other industrial disturbances shall be entirely within 


the discretion of the party involved. 


12.6 Service During Force Majeure 


In the event that the provision of Service is curtailed or interrupted by reason of force 


majeure, Company may during the continuance of such force majeure provide such 


Service as it deems appropriate. 


13.0 INDEMNIFICATION 


13.1 Customer’s Liability 


Customer shall be liable for and shall indemnify and save harmless Company from and 


against any and all claims, demands, suits, actions, damages, costs, losses and expenses 


of whatsoever nature arising out of or in any way connected, either directly or indirectly, 


with any act, omission or default arising out of the negligence of Customer. 
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13.2 Company’s Liability 


Company shall be liable for and shall indemnify and save harmless Customer from and 


against any and all claims, demands, suits, actions, damages, costs, losses and expenses 


of whatsoever nature arising out of or in any way connected, either directly or indirectly, 


with any act, omission or default arising out of the negligence of Company. 


13.3 Limitations 


Notwithstanding the provisions of paragraphs 13.1 and 13.2: 


(a) Company and Customer shall have no liability for, nor obligation to indemnify 


and save harmless the other from, any claim, demand, suit, action, damage, cost, 


loss or expense which was not reasonably foreseeable at the time of the act, 


omission or default; 


(b) Company shall have no liability to Customer, nor obligation to indemnify and 


save harmless Customer, in respect of Company’s failure for any reason 


whatsoever, other than Company’s wilful default, to provide Service pursuant to 


the provisions of Customer’s Service Agreement;  


(c) the failure by Company for any reason whatsoever to receive gas from Customer 


or deliver gas to Customer shall not suspend or relieve Customer from the 


obligation to pay any rate, toll, charge or other amount payable to Company; and 


(d) Company shall have no liability to Customer, nor obligation to indemnify and 


save harmless Customer, in respect of Company providing Service to any 


Customer under Rate Schedule CO2 and/or Rate Schedule PT. 
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14.0 EXCHANGE OF INFORMATION 


14.1 Provision of Information 


Company and Customer shall make available, on request by either made to the other, 


certificates, estimates and information as shall be in their possession, and as shall be 


reasonably required by the other. 


14.2 Additional Information 


Notwithstanding paragraph 14.1, Customer shall furnish Company with such estimated 


daily, monthly and annual quantities as Company may require, with respect to any 


Service provided or to be provided, together with any data that Company may require in 


order to design, operate and construct facilities to meet Customer’s requirements. 


15.0 MISCELLANEOUS PROVISIONS 


15.1 Effect of Headings 


The headings used throughout the Tariff  are inserted for reference only and are not to be 


considered or taken into account in construing any terms or provision nor be deemed in 


any way to qualify, modify or explain any term or provision. 


15.2 Words in Singular or Plural 


In the interpretation of the Tariff words in the singular shall be read and construed in the 


plural and words in the plural shall be read and construed in the singular where the 


context so requires. 


15.3 Preservation of Rights and Authority Under Act 


Notwithstanding any of the provisions of the Tariff, Company and Customer reserve all 


their respective rights and authorities under the Act. 
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15.4 Governing Law 


The Tariff shall be governed by and construed in accordance with the laws of the 


Province of Alberta and the applicable laws of Canada, and Company and Customers 


irrevocably submit to the jurisdiction of the courts of the Province of Alberta for the 


interpretation and enforcement of the Tariff. 


15.5 Assignment 


Customer shall not assign any Service Agreement, Schedule of Service or any Service 


without the prior written consent of Company. 


15.6 No Interest in Facilities 


Customer does not acquire any right to, title to or interest in the Facilities or any part 


thereof nor does Company dedicate any portion of the Facilities to Service for any 


Customer. 


15.7 Forbearance 


Forbearance to enforce any provision of the Tariff shall not be construed as a continuing 


forbearance to enforce any such provision. 


15.8 Inconsistency 


In the event that there is any inconsistency between any provision of these General Terms 


and Conditions, any provision of any Rate Schedule or any provision of any Service 


Agreement, the provision of the Service Agreement shall prevail over the Rate Schedule 


which in turn shall prevail over the General Terms and Conditions. 
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15.9 Amendment of Service Agreement 


No amendment or variation of any term, condition or provision of any Schedule of 


Service or Service Agreement shall be of any force or effect unless in writing and signed 


by Company. 


15.10 Priority for New or Additional Service 


Company may from time to time establish procedures respecting priority of entitlement 


for Customers seeking new or additional Service.  


15.11 Establishment of Procedures and Pilot Projects 


Company may from time to time establish procedures, including procedures for carrying 


out and evaluating any pilot projects Company determines to be necessary or desirable, 


respecting or relating to or affecting any Service or any term, condition or provision 


contained within the Tariff. 


15.12 Conversion of Service Agreements to Energy Units 


(a) Effective November 1, 2006, for any Service Agreements under Rate Schedules 


FT-D, FT-DW and STFT, the Export Delivery Contract Demand set out in each 


new Schedule of Service shall be expressed in energy units (GJ). 


(b) Effective November 1, 2006, for any Service Agreements under Rate Schedules 


FT-D, FT-DW and STFT, the Export Delivery Contract Demand set out in each 


existing Schedule of Service shall be converted to GJ using the following Export 


Delivery Point energy conversion rates: 


Alberta-British Columbia Border 37.98 MJ per m3 


Alberta-Montana Border  37.71 MJ per m3 


Boundary Lake Border  39.55 MJ per m3 


Cold Lake Border   37.52 MJ per m3 
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Demmitt #2 Interconnect  39.57 MJ per m3 


Empress Border   37.52 MJ per m3 


Gordondale Border   40.05 MJ per m3 


McNeill Border   37.57 MJ per m3 


Unity Border    37.78 MJ per m3 
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Alaska Pipeline Project
Recourse Rate Model Output


ALASKA SECTION


The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


Cost of Service


Line No. Description 2018


1 Cost of Service 1,955             


US$ Million


1 of 8







Alaska Pipeline Project
Recourse Rate Model Output


ALASKA SECTION


The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


US$ Million


Cost of Service Details


Line No. Description 2018


1 Operation and Maintenance Expenses 66                  
2 Depreciation Expense 464                
3 Taxes Other Than Income Taxes 232                
4 Federal Income Taxes 273                
5 State Income Taxes 77                  
6 Return 842                
7 Net Cost of Service 1,955             
8 Cost of Service – Demand Component 1,955             
9 Cost of Service – Commodity Component -                 
10 Demand Billing Determinants (4,500 MMcf/d*12) 54,000           
11 Commodity Billing Determinants
12 Reservation Rate (Line 8/Line 10) 36.20             
13 Commodity Rate (Line 9/Line 11)
14 100% Load Factor Rate 36.20             


2 of 8







Alaska Pipeline Project
Recourse Rate Model Output


ALASKA SECTION


The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


US$ Million


Operating & Maintenance Expense


Line No. Description 2018


1 Operation & Maintenance Expense 66                  


3 of 8







Alaska Pipeline Project
Recourse Rate Model Output


ALASKA SECTION


The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


US$ Million


Depreciation Expense


Line No. Description 2018


1 Basis - Straight Line
2 Depreciation Rate 4.00%
3 Depreciation Expense 464                


4 of 8







Alaska Pipeline Project
Recourse Rate Model Output


ALASKA SECTION


The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


US$ Million


Taxes Other Than Income Taxes


Line No. Description 2018


1 Taxes Other Than Income Taxes 232                


5 of 8







Alaska Pipeline Project
Recourse Rate Model Output


ALASKA SECTION


The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


US$ Million


Income Taxes


Line No. Description 2018 


1 Return 842                
2 Less: Interest Expense 370                
3 Net Equity Return 472                
4 Depreciation of Equity AFUDC 34                  
5 Total Federal Tax Basis 507                
6 Federal Income Tax Factor 53.85%
7 Federal Income Taxes (Line 5 X Line 6) 273                
8 Total State Taxable Income (Line 5 + Line 7) 745                
9 State Income Tax Factor 10.38%
10 State Income Taxes (Line 8 X Line 9) 77                  
11 Total Income Taxes 350                


6 of 8







Alaska Pipeline Project
Recourse Rate Model Output


ALASKA SECTION


The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


US$ Million


Rate Base & Rate of Return


Line No. Description Opening 2018


1 Gas Plant In Service 11,605           
2 Reserve for Depreciation (464)               
3 Net Plant 11,141           
4 Working Capital 81                  
5 Accumulated Deferred Income Taxes (338)               
6 Rate Base 11,605           10,884           
7 Rate of Return 7.49%
8 Return 842                


7 of 8







Alaska Pipeline Project
Recourse Rate Model Output


ALASKA SECTION


The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


US$ Million


Capital Structure & Rate of Return


Line No. Description 2018


1 Long-Term Debt 70.00%
2 Common Equity 30.00%
3 Total 100.00%
4 Interest rate 4.70%
5 ROE 14.00%
6 Rate of Return 7.49%


8 of 8
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Alaska Pipeline Project
Recourse Rate Model Output


GTP


The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


Cost of Service


Line No. Description 2018


1 Cost of Service 1,215             


US$ Million


1 of 8







Alaska Pipeline Project
Recourse Rate Model Output


GTP


The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


US$ Million


Cost of Service Details


Line No. Description 2018 


1 Operation and Maintenance Expenses 114                
2 Depreciation Expense 271                
3 Taxes Other Than Income Taxes 135                
4 Federal Income Taxes 159                
5 State Income Taxes 45                  
6 Return 491                
7 Net Cost of Service 1,215             
8 Cost of Service – Demand Component 1,215             
9 Cost of Service – Commodity Component -                 
10 Demand Billing Determinants (4,500 MMcf/d*12) 54,000           
11 Commodity Billing Determinants
12 Reservation Rate (Line 8/Line 10) 22.50             
13 Commodity Rate (Line 9/Line 11)
14 100% Load Factor Rate 22.50             


2 of 8







Alaska Pipeline Project
Recourse Rate Model Output


GTP


The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


US$ Million


Operating & Maintenance Expense


Line No. Description 2018


1 Operation & Maintenance Expense 114                


3 of 8







Alaska Pipeline Project
Recourse Rate Model Output


GTP


The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


US$ Million


Depreciation Expense


Line No. Description 2018


1 Basis - Straight Line
2 Depreciation Rate 4.00%
3 Depreciation Expense 271                


4 of 8







Alaska Pipeline Project
Recourse Rate Model Output


GTP


The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


US$ Million


Taxes Other Than Income Taxes


Line No. Description 2018


1 Taxes Other Than Income Taxes 135                


5 of 8







Alaska Pipeline Project
Recourse Rate Model Output


GTP


The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


US$ Million


Income Taxes


Line No. Description 2018


1 Return 491                
2 Less: Interest Expense 216                
3 Net Equity Return 275                
4 Depreciation of Equity AFUDC 21                  
5 Total Federal Tax Basis 296                
6 Federal Income Tax Factor 53.85%
7 Federal Income Taxes (Line 5 X Line 6) 159                
8 Total State Taxable Income (Line 5 + Line 7) 434                
9 State Income Tax Factor 10.38%
10 State Income Taxes (Line 8 X Line 9) 45                  
11 Total Income Taxes 204                


6 of 8







Alaska Pipeline Project
Recourse Rate Model Output


GTP


The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


US$ Million


Rate Base & Rate of Return


Line No. Description Opening 2018


1 Gas Plant In Service 6,771             
2 Reserve for Depreciation (271)               
3 Net Plant 6,500             
4 Working Capital 21                  
5 Accumulated Deferred Income Taxes (197)               
6 Rate Base 6,771             6,324             
7 Rate of Return 7.49%
8 Return 491                


7 of 8







Alaska Pipeline Project
Recourse Rate Model Output


GTP


The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


US$ Million


Capital Structure & Rate of Return


Line No. Description 2018


1 Long-Term Debt 70.00%
2 Common Equity 30.00%
3 Total 100.00%
4 Interest rate 4.70%
5 ROE 14.00%
6 Rate of Return 7.49%


8 of 8
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Alaska Pipeline Project
Negotiated Rate Model Output


The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


Numbers may not add up due to roundings.


Alaska Section
US$Millions


Rate Base Build-up During Development & Execution Phases


 Opening 
balance  Additions 


 Property 
Taxes during 
contruction 


 Escalation  AFUDC  Closing 
balance 


2008 -                9                   -                0                   0                   9                   
2009 9                   10                 -                0                   1                   21                 
2010 21                 6                   -                0                   2                   29                 
2011 29                 6                   -                1                   2                   37                 
2012 37                 6                   -                1                   3                   47                 
2013 47                 166               -                23                 11                 247               
2014 247               1,178            5                   195               71                 1,695            
2015 1,695            2,149            34                 420               227               4,525            
2016 4,525            3,758            91                 851               523               9,748            
2017 9,748            2,545            195               688               880               14,056          


9,831            324               2,180            1,720            


11/28/2007







Alaska Pipeline Project
Negotiated Rate Model Output


The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


Numbers may not add up due to roundings.


Alaska Section
US$ Millions


Rate Base Changes During Operating Phase


 Gas Plant in 
Service  Depreciation  Net Plant Working 


capital


Accumulated 
Deferred 


Income Tax
 Rate Base 


2018 14,056          36                 14,091          95                 (374)              13,812          
2019 14,091          (45)                14,047          96                 (708)              13,435          
2020 14,047          (70)                13,977          97                 (1,032)           13,041          
2021 13,977          (97)                13,880          98                 (1,348)           12,630          
2022 13,880          (126)              13,754          99                 (1,653)           12,200          
2023 13,754          (157)              13,598          99                 (1,949)           11,749          
2024 13,598          (190)              13,407          100               (2,233)           11,275          
2025 13,407          (226)              13,181          101               (2,506)           10,776          
2026 13,181          (266)              12,915          102               (2,768)           10,249          
2027 12,915          (309)              12,606          102               (3,017)           9,692            
2028 12,606          (356)              12,251          103               (3,253)           9,101            
2029 12,251          (408)              11,843          103               (3,474)           8,472            
2030 11,843          (465)              11,379          103               (3,681)           7,801            
2031 11,379          (535)              10,844          103               (3,872)           7,075            
2032 10,844          (613)              10,231          102               (4,042)           6,291            
2033 10,231          (681)              9,550            101               (3,779)           5,872            
2034 9,550            (736)              8,813            100               (3,492)           5,421            
2035 8,813            (798)              8,015            98                 (3,181)           4,933            
2036 8,015            (867)              7,149            96                 (2,841)           4,404            
2037 7,149            (943)              6,206            94                 (2,469)           3,830            
2038 6,206            (1,028)           5,178            91                 (2,063)           3,206            
2039 5,178            (1,123)           4,055            88                 (1,618)           2,525            
2040 4,055            (1,229)           2,826            85                 (1,129)           1,782            
2041 2,826            (1,347)           1,479            81                 (592)              968               
2042 1,479            (1,479)           0                   76                 (0)                  76                 


(14,056)         


11/28/2007







Alaska Pipeline Project
Negotiated Rate Model Output


The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


Numbers may not add up due to roundings.


Alaska Section
US$ Millions


Annual Revenue Requirement


Interest 
Expense Equity return Depreciation O&M Property tax Tax allowance


Revenue 
requirement


2018 490               537               (36)                84                 361               373               1,810            
2019 496               477               45                 87                 371               335               1,810            
2020 482               463               70                 89                 379               326               1,810            
2021 467               449               97                 91                 387               318               1,810            
2022 452               435               126               94                 395               309               1,810            
2023 436               419               157               96                 402               299               1,810            
2024 419               403               190               99                 409               289               1,810            
2025 401               386               226               102               415               279               1,810            
2026 383               368               266               105               420               268               1,810            
2027 363               349               309               108               424               257               1,810            
2028 342               329               356               112               427               245               1,810            
2029 320               308               408               115               428               232               1,810            
2030 296               285               465               119               427               218               1,810            
2031 271               260               535               121               418               204               1,810            
2032 243               234               613               124               407               189               1,810            
2033 221               213               681               126               391               177               1,810            
2034 206               198               736               129               373               169               1,810            
2035 189               181               798               131               351               160               1,810            
2036 170               163               867               134               325               151               1,810            
2037 150               144               943               136               296               140               1,810            
2038 128               123               1,028            139               262               129               1,810            
2039 104               100               1,123            142               223               117               1,810            
2040 78                 75                 1,229            145               178               104               1,810            
2041 50                 48                 1,347            148               127               90                 1,810            
2042 19                 18                 1,479            151               68                 75                 1,810            


7,179            6,965            14,056          2,925            8,665            5,454            45,244          


11/28/2007







Alaska Pipeline Project
Negotiated Rate Model Output


The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


Numbers may not add up due to roundings.


Alaska Section
US$ Millions


Tariff/Toll


Revenue 
requirement


MDQ 
(MMcf/d) Toll - $/Mcf


Toll - 
$/MMBtu


2018 1,810            4,500            1.10              0.99              
2019 1,810            4,500            1.10              0.99              
2020 1,810            4,500            1.10              0.99              
2021 1,810            4,500            1.10              0.99              
2022 1,810            4,500            1.10              0.99              
2023 1,810            4,500            1.10              0.99              
2024 1,810            4,500            1.10              0.99              
2025 1,810            4,500            1.10              0.99              
2026 1,810            4,500            1.10              0.99              
2027 1,810            4,500            1.10              0.99              
2028 1,810            4,500            1.10              0.99              
2029 1,810            4,500            1.10              0.99              
2030 1,810            4,500            1.10              0.99              
2031 1,810            4,500            1.10              0.99              
2032 1,810            4,500            1.10              0.99              
2033 1,810            4,500            1.10              0.99              
2034 1,810            4,500            1.10              0.99              
2035 1,810            4,500            1.10              0.99              
2036 1,810            4,500            1.10              0.99              
2037 1,810            4,500            1.10              0.99              
2038 1,810            4,500            1.10              0.99              
2039 1,810            4,500            1.10              0.99              
2040 1,810            4,500            1.10              0.99              
2041 1,810            4,500            1.10              0.99              
2042 1,810            4,500            1.10              0.99              


11/28/2007
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Alaska Pipeline Project
Negotiated Rate Model Output


The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


Numbers may not add up due to roundings.


Yukon - BC Section
US$Millions


Rate Base Build-up During Development & Execution Phases


 Opening 
balance  Additions  Escalation  AFUDC  Closing 


balance 


2008 -                5                   0                   0                   5                   
2009 5                   6                   0                   1                   12                 
2010 12                 4                   0                   1                   16                 
2011 16                 4                   0                   1                   22                 
2012 22                 4                   0                   2                   28                 
2013 28                 105               15                 7                   154               
2014 154               1,041            172               57                 1,424            
2015 1,424            2,133            411               204               4,171            
2016 4,171            3,566            789               482               9,009            
2017 9,009            2,197            552               797               12,554          


            9,063             1,939             1,552 


11/28/2007







Alaska Pipeline Project
Negotiated Rate Model Output


The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


Numbers may not add up due to roundings.


Yukon - BC Section
US$ Millions


Rate Base Changes During Operating Phase


 Gas Plant in 
Service  Depreciation  Net Plant  Working 


capital  Rate Base 


2018 12,554          (341)              12,213          71                 12,284          
2019 12,213          (388)              11,826          71                 11,897          
2020 11,826          (411)              11,415          72                 11,487          
2021 11,415          (435)              10,980          72                 11,052          
2022 10,980          (461)              10,519          73                 10,592          
2023 10,519          (488)              10,031          73                 10,105          
2024 10,031          (434)              9,597            74                 9,671            
2025 9,597            (416)              9,181            75                 9,256            
2026 9,181            (420)              8,761            75                 8,836            
2027 8,761            (426)              8,335            76                 8,411            
2028 8,335            (434)              7,901            77                 7,978            
2029 7,901            (442)              7,459            77                 7,536            
2030 7,459            (452)              7,006            78                 7,084            
2031 7,006            (466)              6,540            79                 6,619            
2032 6,540            (482)              6,058            79                 6,137            
2033 6,058            (499)              5,559            80                 5,639            
2034 5,559            (518)              5,041            80                 5,121            
2035 5,041            (539)              4,502            81                 4,583            
2036 4,502            (561)              3,941            81                 4,023            
2037 3,941            (585)              3,356            82                 3,438            
2038 3,356            (611)              2,745            82                 2,827            
2039 2,745            (639)              2,106            83                 2,189            
2040 2,106            (669)              1,436            84                 1,520            
2041 1,436            (701)              735               84                 819               
2042 735               (735)              -                85                 85                 


(12,554)         


11/28/2007







Alaska Pipeline Project
Negotiated Rate Model Output


The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


Numbers may not add up due to roundings.


Yukon - BC Section
US$ Millions


Annual Revenue Requirement


 Interest 
Expense  Equity return  Depreciation  O&M  Property tax 


 Tax 
allowance 


 Revenue 
requirement 


2018 437               479               341               78                 134               -                1,468            
2019 440               423               388               80                 137               -                1,468            
2020 426               409               411               82                 141               -                1,468            
2021 410               394               435               84                 144               -                1,468            
2022 394               379               461               86                 148               -                1,468            
2023 377               362               488               89                 152               -                1,468            
2024 360               346               434               91                 157               80                 1,468            
2025 345               331               416               94                 161               121               1,468            
2026 329               317               420               97                 166               139               1,468            
2027 314               302               426               100               171               155               1,468            
2028 298               287               434               103               176               170               1,468            
2029 282               271               442               106               182               184               1,468            
2030 266               256               452               109               188               197               1,468            
2031 249               240               466               112               192               209               1,468            
2032 232               223               482               114               195               222               1,468            
2033 214               206               499               116               199               233               1,468            
2034 196               188               518               118               203               244               1,468            
2035 177               170               539               121               207               255               1,468            
2036 157               151               561               123               212               265               1,468            
2037 136               131               585               126               216               275               1,468            
2038 114               110               611               128               220               285               1,468            
2039 91                 88                 639               131               225               295               1,468            
2040 68                 65                 669               133               229               304               1,468            
2041 43                 41                 701               136               234               314               1,468            
2042 16                 16                 735               139               238               323               1,468            


6,373            6,184            12,554          2,697            4,629            4,270            36,707          


11/28/2007







Alaska Pipeline Project
Negotiated Rate Model Output


The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


Numbers may not add up due to roundings.


Yukon - BC Section
US$ Millions


Tariff/Toll


Revenue 
requirement


MDQ 
(MMcf/d) Toll - $/Mcf


Toll - 
$/MMBtu


2018 1,468            4,500            0.89              0.80              
2019 1,468            4,500            0.89              0.80              
2020 1,468            4,500            0.89              0.80              
2021 1,468            4,500            0.89              0.80              
2022 1,468            4,500            0.89              0.80              
2023 1,468            4,500            0.89              0.80              
2024 1,468            4,500            0.89              0.80              
2025 1,468            4,500            0.89              0.80              
2026 1,468            4,500            0.89              0.80              
2027 1,468            4,500            0.89              0.80              
2028 1,468            4,500            0.89              0.80              
2029 1,468            4,500            0.89              0.80              
2030 1,468            4,500            0.89              0.80              
2031 1,468            4,500            0.89              0.80              
2032 1,468            4,500            0.89              0.80              
2033 1,468            4,500            0.89              0.80              
2034 1,468            4,500            0.89              0.80              
2035 1,468            4,500            0.89              0.80              
2036 1,468            4,500            0.89              0.80              
2037 1,468            4,500            0.89              0.80              
2038 1,468            4,500            0.89              0.80              
2039 1,468            4,500            0.89              0.80              
2040 1,468            4,500            0.89              0.80              
2041 1,468            4,500            0.89              0.80              
2042 1,468            4,500            0.89              0.80              


11/28/2007
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Alaska Pipeline Project
Negotiated Rate Model Output


The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


Numbers may not add up due to roundings.


GTP
US$Millions


Rate Base Build-up During Development & Execution Phases


 Opening 
balance  Additions 


 Property 
Taxes during 
contruction 


 Escalation  AFUDC  Closing 
balance 


2008 -                3                   -                0                   0                   3                   
2009 3                   4                   -                0                   0                   8                   
2010 8                   2                   -                0                   1                   11                 
2011 11                 2                   -                0                   1                   14                 
2012 14                 2                   -                0                   1                   17                 
2013 17                 61                 -                9                   4                   91                 
2014 91                 916               2                   151               47                 1,208            
2015 1,208            1,172            24                 230               145               2,779            
2016 2,779            2,149            56                 488               314               5,785            
2017 5,785            1,394            116               379               517               8,192            


5,706            197               1,258            1,031            


11/28/2007







Alaska Pipeline Project
Negotiated Rate Model Output


The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


Numbers may not add up due to roundings.


GTP
US$ Millions


Rate Base Changes During Operating Phase


 Gas Plant in 
Service  Depreciation  Net Plant  Working 


capital 


Accumulated 
Deferred 


Income Tax 
 Rate Base 


2018 8,192            0                   8,192            30                 (218)              8,004            
2019 8,192            (48)                8,144            30                 (411)              7,764            
2020 8,144            (63)                8,082            31                 (599)              7,514            
2021 8,082            (78)                8,004            32                 (781)              7,255            
2022 8,004            (94)                7,909            33                 (957)              6,985            
2023 7,909            (112)              7,797            33                 (1,126)           6,705            
2024 7,797            (131)              7,667            34                 (1,288)           6,412            
2025 7,667            (151)              7,516            35                 (1,444)           6,107            
2026 7,516            (172)              7,344            35                 (1,592)           5,787            
2027 7,344            (196)              7,148            36                 (1,733)           5,451            
2028 7,148            (221)              6,927            36                 (1,866)           5,098            
2029 6,927            (248)              6,679            37                 (1,990)           4,725            
2030 6,679            (279)              6,400            37                 (2,106)           4,331            
2031 6,400            (317)              6,083            37                 (2,212)           3,908            
2032 6,083            (358)              5,724            37                 (2,255)           3,506            
2033 5,724            (392)              5,332            36                 (2,104)           3,265            
2034 5,332            (422)              4,910            36                 (1,940)           3,006            
2035 4,910            (454)              4,456            35                 (1,763)           2,728            
2036 4,456            (490)              3,966            34                 (1,571)           2,429            
2037 3,966            (530)              3,435            33                 (1,363)           2,106            
2038 3,435            (575)              2,860            32                 (1,137)           1,756            
2039 2,860            (625)              2,235            31                 (889)              1,377            
2040 2,235            (681)              1,555            29                 (619)              964               
2041 1,555            (743)              812               27                 (324)              515               
2042 812               (812)              0                   25                 -                25                 


(8,192)           


11/28/2007







Alaska Pipeline Project
Negotiated Rate Model Output


The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


Numbers may not add up due to roundings.


GTP
US$ Millions


Annual Revenue Requirement


 Interest 
Expense  Equity return  Depreciation  O&M  Property tax 


 Tax 
allowance 


 Revenue 
requirement 


2018 285               312               (0)                  146               210               218               1,171            
2019 287               276               48                 150               216               195               1,171            
2020 278               267               63                 154               220               189               1,171            
2021 269               258               78                 158               224               184               1,171            
2022 259               249               94                 162               228               178               1,171            
2023 249               240               112               167               231               172               1,171            
2024 239               230               131               172               235               166               1,171            
2025 228               219               151               177               237               159               1,171            
2026 217               208               172               182               240               153               1,171            
2027 205               197               196               187               241               146               1,171            
2028 192               185               221               193               242               138               1,171            
2029 179               172               248               199               242               131               1,171            
2030 165               158               279               206               241               123               1,171            
2031 150               144               317               210               235               114               1,171            
2032 135               130               358               214               228               106               1,171            
2033 123               118               392               218               219               100               1,171            
2034 114               110               422               223               208               95                 1,171            
2035 104               100               454               227               195               90                 1,171            
2036 94                 90                 490               232               181               84                 1,171            
2037 83                 79                 530               236               164               78                 1,171            
2038 70                 68                 575               241               145               72                 1,171            
2039 57                 55                 625               246               123               65                 1,171            
2040 43                 41                 681               251               98                 58                 1,171            
2041 27                 26                 743               256               70                 50                 1,171            
2042 10                 9                   812               261               37                 42                 1,171            


4,061            3,942            8,192            5,068            4,911            3,106            29,281          


11/28/2007







Alaska Pipeline Project
Negotiated Rate Model Output


The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


Numbers may not add up due to roundings.


GTP
US$ Millions


Tariff/Toll


Revenue 
requirement


MDQ 
(MMcf/d) Toll - $/Mcf


Toll - 
$/MMBtu


2018 1,171            4,500            0.71              0.64              
2019 1,171            4,500            0.71              0.64              
2020 1,171            4,500            0.71              0.64              
2021 1,171            4,500            0.71              0.64              
2022 1,171            4,500            0.71              0.64              
2023 1,171            4,500            0.71              0.64              
2024 1,171            4,500            0.71              0.64              
2025 1,171            4,500            0.71              0.64              
2026 1,171            4,500            0.71              0.64              
2027 1,171            4,500            0.71              0.64              
2028 1,171            4,500            0.71              0.64              
2029 1,171            4,500            0.71              0.64              
2030 1,171            4,500            0.71              0.64              
2031 1,171            4,500            0.71              0.64              
2032 1,171            4,500            0.71              0.64              
2033 1,171            4,500            0.71              0.64              
2034 1,171            4,500            0.71              0.64              
2035 1,171            4,500            0.71              0.64              
2036 1,171            4,500            0.71              0.64              
2037 1,171            4,500            0.71              0.64              
2038 1,171            4,500            0.71              0.64              
2039 1,171            4,500            0.71              0.64              
2040 1,171            4,500            0.71              0.64              
2041 1,171            4,500            0.71              0.64              
2042 1,171            4,500            0.71              0.64              


11/28/2007
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The model output shown below are the results of calculations that are based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change to the output.


Alaska Section


Annual Depreciation Rate


 Depreciation 
Rate 


2018 -0.3%
2019 0.3%
2020 0.5%
2021 0.7%
2022 0.9%
2023 1.1%
2024 1.4%
2025 1.6%
2026 1.9%
2027 2.2%
2028 2.5%
2029 2.9%
2030 3.3%
2031 3.8%
2032 4.4%
2033 4.8%
2034 5.2%
2035 5.7%
2036 6.2%
2037 6.7%
2038 7.3%
2039 8.0%
2040 8.7%
2041 9.6%
2042 10.5%


100.0%


Alaska Pipeline Project
Annual Depreciation Rates for Negotiated Rates
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The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


Yukon - BC Section


Annual Depreciation Rate


 Depreciation 
Rate 


2018 2.7%
2019 3.1%
2020 3.3%
2021 3.5%
2022 3.7%
2023 3.9%
2024 3.5%
2025 3.3%
2026 3.3%
2027 3.4%
2028 3.5%
2029 3.5%
2030 3.6%
2031 3.7%
2032 3.8%
2033 4.0%
2034 4.1%
2035 4.3%
2036 4.5%
2037 4.7%
2038 4.9%
2039 5.1%
2040 5.3%
2041 5.6%
2042 5.9%


100.0%


Alaska Pipeline Project
Annual Depreciation Rates for Negotiated Rates
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The model output shown below are the results of calculation that based on a number of input
assumptions (most of which are beyond the control of TransCanada).  A change in one or more


of these assumptions will result in a change in these output information.


GTP


Annual Depreciation Rate


 Depreciation 
Rate 


2018 0.0%
2019 0.6%
2020 0.8%
2021 1.0%
2022 1.2%
2023 1.4%
2024 1.6%
2025 1.8%
2026 2.1%
2027 2.4%
2028 2.7%
2029 3.0%
2030 3.4%
2031 3.9%
2032 4.4%
2033 4.8%
2034 5.1%
2035 5.5%
2036 6.0%
2037 6.5%
2038 7.0%
2039 7.6%
2040 8.3%
2041 9.1%
2042 9.9%


100.0%


Alaska Pipeline Project
Annual Depreciation Rates for Negotiated Rates
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U.S. All Urban Consumer Price Index 







 







Report #: DOE/EIA-0383(2007)


Release date full report: February 2007


Next release date full report: February 2008


 Table  19.  Macroeconomic Indicators
                      (billion 2000 chain-weighted dollars, unless otherwise noted)


2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030


Real Gross Domestic Product 10704 11049 11415 11696 12052 12419 12790 13175 13530 13895 14290 14698 15139 15611 16072 16560 17077 17584 18082 18590 19119 19666 20225 20785 21338 21909 22494
Components of Real Gross Domestic Product
  Real Consumption 7577 7841 8083 8294 8549 8819 9111 9392 9641 9890 10151 10423 10711 11024 11343 11668 12006 12349 12686 13028 13377 13731 14093 14464 14836 15211 15590
  Real Investment 1771 1866 1966 1968 2010 2074 2139 2224 2270 2323 2399 2478 2567 2663 2769 2889 3030 3160 3291 3432 3592 3773 3963 4147 4318 4516 4735
  Real Government Spending 1941 1958 1997 2031 2065 2095 2117 2139 2163 2189 2215 2242 2271 2301 2331 2361 2396 2423 2452 2480 2510 2541 2573 2606 2639 2675 2709
  Real Exports 1120 1196 1299 1410 1526 1648 1767 1901 2049 2207 2373 2543 2738 2950 3146 3357 3584 3822 4069 4330 4604 4894 5200 5521 5859 6212 6581
  Real Imports 1711 1815 1928 2002 2087 2200 2321 2450 2554 2662 2784 2911 3051 3213 3385 3561 3761 3968 4190 4429 4686 4963 5261 5579 5910 6267 6649


Energy Intensity
 (thousand Btu per 2000 dollar of GDP)
  Delivered Energy 6.91 6.60 6.42 6.37 6.26 6.15 6.06 5.95 5.86 5.77 5.67 5.56 5.45 5.33 5.23 5.13 5.04 4.94 4.86 4.77 4.69 4.62 4.54 4.47 4.41 4.34 4.27
  Total Energy 9.41 9.07 8.83 8.75 8.61 8.46 8.33 8.18 8.05 7.92 7.78 7.64 7.50 7.33 7.19 7.06 6.92 6.78 6.67 6.55 6.44 6.33 6.22 6.12 6.03 5.93 5.83


Price Indices
  GDP Chain-type Price Index (2000=1.000) 1.094 1.127 1.162 1.188 1.210 1.231 1.253 1.276 1.299 1.321 1.343 1.366 1.390 1.415 1.441 1.468 1.495 1.523 1.553 1.584 1.616 1.648 1.680 1.713 1.746 1.780 1.815
  Consumer Price Index (1982-84=1.00)
    All-urban 1.89 1.95 2.02 2.07 2.10 2.13 2.16 2.20 2.24 2.28 2.32 2.36 2.41 2.46 2.50 2.56 2.61 2.66 2.72 2.78 2.84 2.90 2.96 3.03 3.09 3.16 3.23
    Energy Commodities and Services 1.51 1.77 2.03 2.04 1.99 1.95 1.93 1.90 1.90 1.91 1.92 1.94 1.99 2.04 2.09 2.15 2.19 2.24 2.31 2.35 2.42 2.48 2.52 2.59 2.67 2.72 2.80
  Wholesale Price Index (1982=1.00)
    All Commodities 1.47 1.57 1.66 1.69 1.70 1.69 1.68 1.68 1.68 1.69 1.70 1.72 1.74 1.76 1.78 1.80 1.82 1.84 1.86 1.89 1.91 1.94 1.96 1.98 2.01 2.03 2.06
    Fuel and Power 1.27 1.57 1.72 1.73 1.72 1.67 1.64 1.60 1.59 1.59 1.60 1.62 1.67 1.72 1.76 1.80 1.84 1.88 1.94 1.99 2.06 2.11 2.15 2.21 2.28 2.34 2.39


Interest Rates (percent, nominal)
  Federal Funds Rate 1.35 3.21 5.01 5.04 4.57 4.69 4.71 4.72 4.78 4.84 4.88 4.93 4.94 5.11 5.14 5.14 5.11 5.10 5.11 5.04 5.06 5.07 5.04 5.08 5.12 5.11 5.14
  10-Year Treasury Note 4.27 4.29 4.98 5.08 5.23 5.45 5.52 5.55 5.60 5.61 5.63 5.66 5.67 5.67 5.71 5.75 5.75 5.75 5.78 5.74 5.76 5.78 5.75 5.77 5.80 5.78 5.80
  AA Utility Bond Rate 6.04 5.44 6.14 6.52 6.85 7.24 7.36 7.45 7.60 7.61 7.61 7.64 7.54 7.61 7.67 7.71 7.72 7.76 7.80 7.76 7.77 7.78 7.74 7.76 7.79 7.76 7.77


Value of Shipments (billion 2000 dollars)
  Total Industrial 5651 5763 5899 5988 6076 6178 6298 6441 6586 6735 6876 7033 7200 7331 7466 7617 7779 7935 8094 8236 8395 8585 8779 8968 9139 9312 9502
    Nonmanufacturing 1494 1538 1557 1547 1558 1570 1596 1612 1629 1652 1674 1701 1734 1760 1788 1817 1846 1867 1883 1896 1915 1940 1965 1984 1990 2003 2023
    Manufacturing 4157 4225 4342 4441 4518 4607 4702 4828 4957 5083 5201 5332 5467 5571 5678 5801 5933 6067 6211 6340 6481 6645 6814 6984 7149 7308 7478
      Energy Intensive 1161 1160 1186 1220 1236 1248 1262 1278 1297 1315 1330 1347 1364 1375 1388 1406 1426 1446 1466 1481 1501 1522 1544 1567 1588 1609 1631
      Non-energy Intensive 2996 3065 3156 3221 3282 3359 3440 3550 3660 3768 3871 3985 4103 4196 4290 4394 4507 4621 4745 4859 4980 5123 5270 5417 5560 5700 5848


Population and Employment (millions)
  Population, with Armed Forces Overseas 294.2 296.9 299.6 302.3 304.9 307.6 310.3 312.9 315.6 318.3 321.0 323.7 326.4 329.1 331.8 334.5 337.1 339.8 342.5 345.3 348.0 350.8 353.6 356.4 359.2 362.1 364.9
  Population, aged 16 and over 229.2 231.8 234.5 237.1 239.6 242.0 244.2 246.4 248.6 250.6 252.6 254.7 256.7 258.9 261.1 263.2 265.4 267.6 269.8 272.1 274.3 276.7 279.0 281.4 283.8 286.2 288.6
  Population, over age 65 36.4 36.8 37.3 38.0 38.8 39.6 40.4 41.4 42.8 44.2 45.6 47.0 48.4 49.9 51.5 53.2 54.9 56.6 58.4 60.2 61.9 63.8 65.5 67.1 68.7 70.2 71.6
  Employment, Nonfarm 131.4 133.4 135.4 136.7 138.6 140.4 141.9 143.3 144.3 145.1 146.0 147.0 148.1 149.6 151.1 152.8 154.6 156.4 158.0 159.5 160.9 162.3 163.7 165.2 166.6 167.9 169.2
  Employment, Manufacturing 14.3 14.2 14.2 14.2 14.1 13.9 13.8 13.8 13.8 13.7 13.7 13.7 13.7 13.6 13.5 13.5 13.4 13.3 13.2 13.2 13.1 13.0 12.9 12.8 12.7 12.6 12.5


Key Labor Indicators
  Labor Force (millions) 147.4 149.3 151.3 153.1 154.5 156.0 157.5 158.9 160.0 160.8 161.6 162.2 162.9 163.8 164.9 165.9 167.0 168.0 169.2 170.3 171.5 172.7 174.0 175.4 177.0 178.6 180.4
  Nonfarm Labor Productivity (1992=1.00) 1.32 1.36 1.39 1.41 1.44 1.47 1.50 1.53 1.57 1.61 1.65 1.69 1.74 1.78 1.82 1.86 1.90 1.95 1.99 2.04 2.09 2.15 2.20 2.25 2.31 2.36 2.42
  Unemployment Rate (percent) 5.52 5.06 4.72 4.90 4.94 4.85 4.83 4.79 4.85 4.95 4.99 4.98 4.89 4.75 4.66 4.57 4.46 4.40 4.40 4.44 4.49 4.55 4.59 4.61 4.65 4.68 4.71


Key Indicators for Energy Demand
  Real Disposable Personal Income 8011 8105 8279 8575 8920 9248 9568 9861 10146 10427 10740 11077 11422 11786 12174 12570 13000 13431 13853 14285 14720 15172 15640 16109 16585 17067 17535
  Housing Starts (millions) 2.08 2.22 2.03 1.91 1.93 1.92 1.94 1.94 1.90 1.88 1.88 1.91 1.92 1.91 1.91 1.90 1.90 1.88 1.85 1.83 1.83 1.85 1.86 1.85 1.81 1.80 1.80
  Commercial Floorspace (billion square feet) 73.0 74.3 75.6 76.8 78.0 79.2 80.4 81.6 82.8 84.1 85.3 86.5 87.8 89.0 90.3 91.6 92.9 94.3 95.7 97.1 98.6 100.1 101.7 103.2 104.8 106.4 108.0
  Unit Sales of Light-Duty Vehicles (millions) 16.87 16.95 16.60 16.44 16.63 16.76 17.14 17.63 17.77 17.93 18.02 18.05 18.07 18.21 18.33 18.68 19.04 19.26 19.41 19.59 19.80 20.01 20.30 20.52 20.69 20.88 21.10


   GDP = Gross domestic product.
   Btu = British thermal unit.
   N/A = Not applicable.
   Sources:  2004 and 2005:  Global Insight macroeconomic model CTL0806 and Global Insight industry model, July 2005.
Projections:  Energy Information Administration, AEO2007 National Energy Modeling System run aeo2007.d112106a.







 







 
 
 
 
 
 
 
 
 
 
 
 


Henry Hub Gas Price Forecast 
 











Report #: DOE/EIA-0383(2007)


Release date full report: February 2007


Next release date full report: February 2008


 Table  13.  Natural Gas Supply, Disposition, and Prices
                      (trillion cubic feet, unless otherwise noted)


2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030


 Production
   Dry Gas Production 1/ 18.76 18.23 18.57 19.12 19.41 19.41 19.35 19.22 19.45 19.30 19.66 19.60 19.61 19.74 20.16 20.67 20.79 20.90 20.98 20.91 20.86 20.59 20.47 20.46 20.53 20.57 20.53
   Supplemental Natural Gas 2/ 0.07 0.07 0.07 0.07 0.07 0.07 0.07 0.07 0.07 0.07 0.07 0.07 0.07 0.07 0.07 0.07 0.07 0.07 0.07 0.07 0.07 0.07 0.07 0.07 0.07 0.07 0.07


 Net Imports 3.40 3.57 3.29 3.43 3.87 4.24 4.55 4.84 5.00 5.38 5.31 5.62 5.80 5.73 5.44 5.13 5.35 5.21 5.10 5.13 5.17 5.58 5.54 5.57 5.61 5.52 5.45
   Pipeline 3/ 2.81 3.01 2.74 2.67 2.76 2.82 2.74 2.58 2.62 2.85 2.72 2.63 2.57 2.36 2.14 1.88 1.65 1.59 1.44 1.32 1.33 1.20 1.17 1.15 1.09 0.98 0.92
   Liquefied Natural Gas 0.59 0.57 0.55 0.76 1.11 1.42 1.81 2.26 2.38 2.53 2.59 2.99 3.23 3.37 3.30 3.25 3.69 3.62 3.65 3.80 3.85 4.38 4.37 4.41 4.53 4.54 4.53


 Total Supply 22.22 21.87 21.93 22.62 23.35 23.72 23.97 24.13 24.52 24.75 25.04 25.29 25.48 25.54 25.67 25.88 26.21 26.18 26.15 26.11 26.11 26.24 26.08 26.10 26.21 26.16 26.06


 Consumption by Sector
   Residential 4.87 4.84 4.48 4.88 4.96 4.99 5.03 5.08 5.13 5.15 5.17 5.19 5.22 5.21 5.22 5.24 5.27 5.27 5.28 5.28 5.30 5.29 5.30 5.31 5.32 5.31 5.31
   Commercial 3.13 3.05 2.92 3.02 3.10 3.16 3.22 3.29 3.36 3.43 3.48 3.53 3.58 3.61 3.65 3.70 3.75 3.80 3.85 3.89 3.93 3.98 4.03 4.09 4.14 4.18 4.24
   Industrial 4/ 7.22 6.64 6.76 7.15 7.21 7.35 7.63 7.53 7.61 7.62 7.76 7.67 7.71 7.83 7.79 7.83 8.02 8.02 8.03 8.12 8.19 8.42 8.34 8.42 8.63 8.72 8.65
   Natural Gas-to-Liquids Heat and Power 5/ 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
   Natural Gas to Liquids Production 6/ 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
   Electric Power 7/ 5.48 5.78 5.88 5.90 6.38 6.50 6.38 6.51 6.69 6.83 6.87 7.11 7.18 7.10 7.13 7.15 7.19 7.10 7.00 6.84 6.72 6.59 6.46 6.34 6.18 6.00 5.92
   Transportation 8/ 0.03 0.03 0.04 0.05 0.05 0.05 0.06 0.06 0.07 0.07 0.07 0.08 0.08 0.08 0.09 0.09 0.09 0.10 0.10 0.10 0.10 0.11 0.11 0.11 0.12 0.12 0.12
   Pipeline Fuel 0.57 0.56 0.55 0.62 0.63 0.64 0.64 0.65 0.66 0.66 0.67 0.68 0.68 0.68 0.72 0.75 0.76 0.77 0.78 0.78 0.78 0.77 0.77 0.77 0.77 0.77 0.77
   Lease and Plant Fuel 9/ 1.10 1.07 1.09 1.07 1.08 1.07 1.07 1.06 1.06 1.05 1.07 1.07 1.07 1.08 1.12 1.16 1.17 1.18 1.17 1.17 1.16 1.14 1.13 1.12 1.12 1.12 1.12
     Total 22.39 21.98 21.72 22.68 23.40 23.77 24.02 24.18 24.57 24.80 25.09 25.32 25.53 25.60 25.73 25.93 26.26 26.24 26.20 26.17 26.17 26.30 26.14 26.16 26.27 26.23 26.12


 Discrepancy 10/ -0.17 -0.11 0.21 -0.05 -0.05 -0.05 -0.05 -0.05 -0.05 -0.05 -0.05 -0.03 -0.05 -0.05 -0.05 -0.05 -0.05 -0.06 -0.06 -0.06 -0.06 -0.06 -0.06 -0.06 -0.06 -0.06 -0.06


Natural Gas Prices
  (2005 dollars per million Btu)
     Henry Hub Spot Price 6.08 8.60 7.07 7.23 7.17 6.60 6.28 5.83 5.66 5.49 5.52 5.46 5.56 5.78 5.68 5.62 5.71 5.71 5.85 5.98 6.15 6.14 6.17 6.25 6.39 6.48 6.52
     Average Lower 48 Wellhead Price 11/ 5.63 7.29 6.47 6.45 6.40 5.88 5.59 5.17 5.02 4.87 4.90 4.84 4.94 5.13 5.05 4.99 5.07 5.07 5.20 5.32 5.47 5.46 5.48 5.56 5.69 5.77 5.80
  (2005 dollars per thousand cubic feet)
     Average Lower 48 Wellhead Price 11/ 5.80 7.51 6.67 6.65 6.59 6.05 5.76 5.33 5.17 5.01 5.04 4.99 5.09 5.28 5.20 5.14 5.22 5.22 5.35 5.48 5.63 5.62 5.65 5.73 5.86 5.94 5.98


   Delivered Prices
      Residential 11.05 12.80 13.43 12.19 12.09 11.59 11.31 10.91 10.75 10.56 10.60 10.55 10.64 10.87 10.80 10.75 10.86 10.85 10.99 11.16 11.28 11.30 11.35 11.45 11.60 11.71 11.77
      Commercial 9.69 11.54 11.72 10.58 10.46 9.92 9.62 9.19 9.01 8.79 8.81 8.73 8.80 9.00 8.92 8.85 8.93 8.89 9.01 9.13 9.24 9.23 9.25 9.32 9.45 9.52 9.58
      Industrial 4/ 6.67 8.41 7.67 7.58 7.51 6.94 6.62 6.20 6.04 5.85 5.86 5.82 5.91 6.10 6.05 6.01 6.08 6.06 6.18 6.31 6.43 6.40 6.44 6.52 6.63 6.71 6.76
      Electric Power 7/ 6.27 8.42 7.17 7.32 7.27 6.72 6.40 6.00 5.86 5.66 5.70 5.66 5.76 5.96 5.89 5.84 5.93 5.89 6.01 6.12 6.23 6.22 6.24 6.33 6.43 6.50 6.51
      Transportation 12/ 12.28 15.20 12.34 12.65 12.50 12.69 14.38 13.91 13.69 13.44 13.33 13.25 13.28 13.42 13.34 13.33 13.36 13.34 13.47 13.50 13.59 13.62 13.57 13.64 13.76 13.80 13.86
         Average 13/ 8.06 9.94 9.41 9.02 8.92 8.37 8.07 7.67 7.51 7.31 7.33 7.28 7.37 7.57 7.51 7.46 7.54 7.53 7.66 7.80 7.92 7.91 7.96 8.06 8.18 8.27 8.33


   1/ Marketed production (wet) minus extraction losses.
   2/ Synthetic natural gas, propane air, coke oven gas, refinery gas, biomass gas, air injected for Btu stabilization, and manufactured gas commingled and distributed with natural gas.
   3/ Includes any natural gas regasified in the Bahamas and transported via pipeline to Florida.
   4/ Includes energy for combined heat and power plants, except those whose primary business is to sell electricity, or electricity and heat, to the public.
   5/ Includes any natural gas used in the process of converting natural gas to liquid fuel that is not actually converted..
   6/ Includes any natural gas that is converted into liquid fuel.
   7/ Includes consumption of energy by electricity-only and combined heat and power plants whose primary business is to sell electricity, or electricity and heat, to the public.  Includes
small power producers and exempt wholesale generators.
   8/ Compressed natural gas used as vehicle fuel.
   9/ Represents natural gas used in well, field, and lease operations, and in natural gas processing plant machinery.
   10/ Balancing item. Natural gas lost as a result of converting flow data measured at varying temperatures and pressures to a standard temperature and pressure and the merger
of different data reporting systems which vary in scope, format, definition, and respondent type.  In addition, 2004 and 2005 values include net storage injections.
   11/ Represents lower 48 onshore and offshore supplies.
   12/ Compressed natural gas used as a vehicle fuel.  Includes estimated motor vehicle fuel taxes and estimated dispensing costs or charges.
   13/ Weighted average prices.  Weights used are the sectoral consumption values excluding lease, plant, and pipeline fuel.
   N/A = Not applicable.
   Note:  Totals may not equal sum of components due to independent rounding.  Data for 2004 and 2005 are model results and may differ slightly from official EIA data reports.
   Sources:  2004 supply values; and lease, plant, and pipeline fuel consumption:  Energy Information Administration (EIA), Natural Gas Annual 2004, DOE/EIA-0131(2004)
(Washington, DC, December 2005).  2005 supply values; and lease, plant, and pipeline fuel consumption; and wellhead price:  EIA, Natural Gas Monthly, DOE/EIA-0130(2006/04)
(Washington, DC, April 2006).  Other 2004 and 2005 consumption based on:  EIA, Annual Energy Review 2005, DOE/EIA-0384(2005) (Washington, DC, July 2006).  2004 wellhead
price:  Minerals Management Service and EIA, Natural Gas Annual 2004, DOE/EIA-0131(2004) (Washington, DC, December 2005).  2004 residential and commercial delivered prices:
EIA, Natural Gas Annual 2004, DOE/EIA-0131(2004) (Washington, DC, December 2005).  2005 residential and commercial delivered prices:  EIA, Natural Gas Monthly, DOE/EIA-0130
(2006/04) (Washington, DC, April 2006).  2004 and 2005 electric power prices:  EIA, Electric Power Monthly, DOE/EIA-0226, May 2005 through April 2006, Table 4.11.A.  2004 and 2005
industrial delivered prices are estimated based on:  EIA, Manufacturing Energy Consumption Survey 1994 and industrial and wellhead prices from the Natural Gas Annual 2004,
DOE/EIA-0131(2004) (Washington, DC, December 2005) and the Natural Gas Monthly, DOE/EIA-0130(2006/04) (Washington, DC, April 2006).  2004 transportation sector delivered
prices are based on:  EIA, Natural Gas Annual 2004, DOE/EIA-0131(2004) (Washington, DC, December 2005) and estimated state taxes, federal taxes, and dispensing costs or
charges.  2005 transportation sector delivered prices are model results.  Projections:  EIA, AEO2007 National Energy Modeling System run aeo2007.d112106a.
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APPENDIX M 
HISTORICAL HIGHLIGHTS 


ALASKA PIPELINE PROJECT 
 
 











Historical Highlights
Alaska Highway Pipeline Project


1970s


• U.S. passes the Alaska Natural Gas Transportation Act. 


• Several projects develop potential options for moving Alaska 
natural gas.


• National Energy Board (NEB) holds a competitive hearing in Canada for
more than 200 days. 


• NEB accepts Alaska Highway project, rejects other proposal.


• Canadian and U.S. governments sign a treaty that selects Foothills Pipe
Lines Ltd. to move Alaska gas through the U.S. and Canada.  


• Northern Pipeline Act (NPA) established. NPA designates Alaska
Highway project as route for transportation of Alaska natural gas and
specifically names Foothills. 


• Preliminary studies and work completed for the project.  


1980s


• NEB approves pre-build phase of the project under the NPA in Canada.
Federal Energy Regulatory Commission (FERC) approves in U.S. 


• Western leg of pre-build construction completed using NPA. Latest in
environmental standards met or exceeded and latest technology
applied to the project.


• Eastern leg of pre-build construction completed. Latest in
environmental standards met or exceeded and latest technology
applied to the project. 


• U.S. President reaffirms unique regulatory treatment of pre-build.


• Ongoing discussions with key stakeholders – including producers,
governments, and communities in the Yukon and northern B.C.  


1990s


• The Yukon Easement Agreement extended. 


• Pre-build of Alaska Highway project expanded
under the NPA. Most recent expansion in 1998.
Latest in environmental standards met or
exceeded and latest technology applied to the
project.  


• Purchase of Alberta Natural Gas Ltd. (ANG) and
merger of TransCanada and NOVA increased
our Foothills ownership.


• Ongoing discussions with key stakeholders –
including producers, governments and
communities in the Yukon and northern B.C.  


2000s


• Ongoing discussions with key stakeholders –
including producers, governments, gas buyers,
pipe companies and communities. 


• TransCanada achieved 100 per cent ownership
of Foothills after purchasing remaining share
from Duke.


• The Government of Canada, in a letter from
Prime Minister Jean Chrétien, reaffirmed its
support for the project and its preference for
using the NPA to transport Alaska gas
through Canada.


• TransCanada application filed under the Alaska
Stranded Gas Development Act in 2004.
TransCanada also applied for right-of-way on
State of Alaska lands.


• TransCanada signed Traditional Knowledge
Protocol agreement with Kaska Nation in 2005.


450 First Street S.W.  Calgary, Alberta  T2P 5H1
1.800.661.3805
www.transcanada.com


The project we now call the Alaska Highway Pipeline Project


began in the 1970s. This project has had many milestones in


Canada and the United States. The following chronology is a


representative sample of some of the milestones. There were


many more activities than listed.
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TARIFFS FOR LNG OPTION 


 
 











 


 


Tariffs for LNG Option 
(GTP and pipeline only – excludes liquefaction, LNG ships and regasification costs) 


Gas Processing and Transportation Services for LNG 
As indicated in Section 2.1.3 “LNG Project” and Section 2.2.3.14 “Plan for LNG Project”, 
TransCanada is not proposing an LNG project and has not completed a generic viability 
analysis for an LNG project from Prudhoe Bay to market.  However, TransCanada would 
consider offering gas treatment and transportation services to a third party LNG terminal in 
Alaska if sufficient interest is expressed by prospective Shippers in the initial binding Open 
Season.  Shippers for an LNG project would be required to meet the same creditworthiness 
standards as described in Section 2.2.3.3(3) “Shippers’ Creditworthiness Requirements” as 
the APP’s Shippers. 
In order to provide a high-level understanding of an LNG option, TransCanada has evaluated 
two GTP and pipeline options that are based on desktop engineering studies (i.e. these 
numbers do not have the same degree of accuracy as those for our base Application).  A 
number of assumptions were made in developing these options, among which were the 
volumes of natural gas to be shipped and the location of the LNG terminal.  For the purposes 
of this analysis, TransCanada has assumed that LNG Shippers would request 2.0 bcf/d 
capacity for the transportation of natural gas from the outlet of the GTP to tidewater at 
Valdez.  Based on these assumptions, TransCanada has considered two possible engineering 
options for the LNG. 


• In the event that insufficient volumes are committed to allow the pipeline through 
Canada to proceed, TransCanada has assumed construction of a standalone GTP that 
is capable of processing sufficient gas for a 2.0 bcf/d output, and a 30-inch diameter 
pipeline (grade X-80 steel and MAOP of 2,500 psig) that has a nominal capacity of 
2.0 bcf/d from Prudhoe Bay to Valdez (the “LNG Dedicated Option”); and 


• If the pipeline to Canada is proceeding with 4.5 bcf/d commitments and in addition 
2.0 bcf/d is committed to Valdez, TransCanada has assumed an increase in the initial 
Project capacity to 6.5 bcf/d.  the GTP would have a daily capacity that can yield a 
6.5 bcf/d output, and TransCanada would install additional compression on the 
section of the Alaska Section from Prudhoe Bay to Delta Junction to allow for the 
delivery of 6.5 bcf/d at Delta Junction where the APP would interconnect with a 30-
inch diameter pipeline, with the same design parameters as the Dedicated Option, for 
the transportation of 2.0 bcf/d natural gas to Valdez.  No changes would be made to 
the section of the APP from Delta Junction to Boundary Lake (the “Y-Line Option”) 


Estimated Capital Cost for LNG Options 
(GTP and pipeline only – excludes liquefaction, LNG ships and regasification costs) 
TransCanada’s estimation for the two LNG options is provided below.  These estimations are 
in 2007 dollars and excluding State reimbursement. 







 


 


 
LNG DEDICATED OPTION $’S BILLIONS 


GTP - 2.0 bcf/d output volumes $2.7 
Pipeline – 2.0 bcf/d Prudhoe Bay to Valdez $5.8 
TOTAL $8.5 


Y-LINE OPTION $’S BILLIONS 


GTP – 6.5 bcf/d output volumes $8.5 
Pipeline – 2.0 bcf/d Delta Junction to Valdez $1.9 
Pipeline – 4.5 bcf/d Delta Junction to Alaska/Yukon Border $2.5 
Pipeline – 4.5 bcf/d Alaska/Yukon Border to Boundary Lake $9.2 
Pipeline – 6.5 bcf/d Prudhoe Bay to Delta Junction $9.6 
TOTAL $31.7 


 


Tariffs/Tolls for LNG Option 
(GTP and pipeline only – excludes liquefaction, LNG ships and regasification costs) 
Assuming the Negotiated Rates tariff structure as discussed in Section 2.2.3.7 “Negotiated 
Rates” would be applied to the LNG Dedicated Option and the Y-Line Option, TransCanada 
submits the following indicative levelized rates for LNG Shippers and Alberta Hub Shippers.  
These rates exclude fuel and are calculated assuming a 100% load factor.  TransCanada also 
has assumed the In-Service Date of both LNG options would be the same as the base APP, 
i.e. November 2017, as well as similar spending profiles during Development and Execution 
Phases. 
 


LNG DEDICATED OPTION $/MMBTU 


25-YEAR LEVELIZED TOLLS LNG SHIPPERS 
GTP – 2.0 bcf/d output volumes $0.66 
Pipeline – 2.0 bcf/d Prudhoe Bay to Valdez $1.29 
TOTAL $1.95 


 
Y-LINE OPTION $/MMBTU $/MMBTU 


25-YEAR LEVELIZED TOLLS LNG SHIPPERS ALBERTA HUB 
SHIPPERS 


GTP – 6.5 bcf/d output volumes $0.63 $0.63 
Pipeline – 6.5 bcf/d Prudhoe Bay to Delta Junction $0.64 $0.64 
Pipeline – 2.0 bcf/d Delta Junction to Valdez $0.43 - 
Pipeline – 4.5 bcf/d Delta Junction to Alaska/Yukon Border - $0.25 
Pipeline – 4.5 bcf/d Alaska/Yukon Border to Boundary Lake - $0.81 
Pipeline – Alberta Section - $0.15 
TOTAL $1.70 $2.48 


 








APPLICATION FOR LICENSE 
ALASKA GASLINE INDUCEMENT ACT APPENDICES 


TransCanada  Page i 
November 30, 2007 


AAPPPPEENNDDIICCEESS  
TTAABBLLEE  OOFF  CCOONNTTEENNTTSS  


  
APPENDICES 
A Project Phases 
B1 PMO Project Controls Level Validation Guide 
B2 PMO Scope Management Guide 
B3 PMO Schedule Management Guide 
B4 PMO Cost Management Guide 
B5 PMO Quality Management Guide 
B6 PMO Risk Management Guide 
B7 PMO Procurement Management Guide 
B8 PMO Human Resource Management Guide 
B9 PMO Communication Management Guide 
B10 PMO Regulatory Management Guide 
B11 PMO Safety Management Guide 
B12 PMO Environment Management Guide 
B13 PMO Integration Management Guide 
C Contractor Safety Management Program 
D Project Organization Chart for the Development Phase 
E Health, Safety and Environment Management System 
F Quality Management System Manual for Pipeline Projects 
G List of Stakeholders 
H Alberta System Transportation Services – General Terms and Conditions 
I1 Recourse Rate Model Output – Alaska Section 
I2 Recourse Rate Model Output – GTP 
J1 Negotiated Rate Model Output – Alaska Section 
J2 Negotiated Rate Model Output –Yukon-BC Section 
J3 Negotiated Rate Model Output - GTP 
K1 Annual Depreciation Rates – Alaska Section 
K2 Annual Depreciation Rates – Yukon-BC Section 
K3 Annual Depreciation Rates – GTP 
L EIA Forecasts 
M Historical Highlights – Alaska Pipeline Project 
N Tariffs for LNG Option 
O NGL Value Assessment 
P1 Major U.S. Regulatory Approvals 
P2 Major Canadian Regulatory Approvals by Jurisdiction 
Q1 TransCanada Corporation –Third Quarter 2007 Report 
Q2 TransCanada Corporation 2006 Annual Report 
Q3 TransCanada Credit Ratings Reports 
R Economic Viability Analysis 
S Climate Change and Air Issues Policy, Principles and Strategy 
 








APPLICATION FOR LICENSE 
ALASKA GASLINE INDUCEMENT ACT APPENDICES 


TransCanada Appendix O 
November 30, 2007 


 
 
 
 
 


APPENDIX O 
NGL VALUE ASSESSMENT 


 
 











 


 


AGIA - NGL Value Assessment


Alberta Specification Product Reference Prices (Annual Average)1


2004 2005 2006 Average
Propane - C3 (C$/m3) 221.50 272.08 277.64 257.07
Butane - IC4 & NC4 (C$/m3) 277.19 326.69 366.23 323.37
Pentane - C5+ (C$/m3) 348.88 469.99 491.77 436.88


AECO "C" Natural Gas Prices2


2004 2005 2006 Average
Natural Gas (C$/GJ) 6.45 8.05 6.45 6.98
Natural Gas (C$/mmBtu) 6.81 8.49 6.81 7.37


Before NGLs 
Extraction


After NGLs 
Extraction Btu Shrinkage


Volume 
Shrinkage


Btu Content (btu/cf) 1,118 1,006 112 -
Quantities of Gas (mmcf/d) 4,500 4,080 - 420


Gas Compositions Daily Liquids Revenue


Mole Fraction4
Liquids 


Recovery5, 6 Product Prices
Liquids 


Revenues
(bbl/d) ($'000)


N2 - Nitrogen 0.6%
CO2 - Carbon Dioxide 1.5%
C1 - Methane 86.4%
C2 - Ethane 7.1% 151,679 21.62 ($/bbl) 7 $3,280
C3 - Propoane 3.6% 105,571 40.87 ($/bbl) $4,315
IC4 - Iso-Butane 0.3% 10,327 51.41 ($/bbl) $531
NC4 - n-Butane 0.4% 13,770 51.41 ($/bbl) $708
C5+ - Pentane, Condensates 0.1% 3,899 69.46 ($/bbl) $271
TOTAL BARRELS 285,247 TOTAL REVENUE $9,105


Extraction Cost & Gas Shrinkage
($'000)


Extraction, Fractionation Costs C$5.00/bbl 8 $1,435
Gas Shrinkage C$7.37/mmBtu $6,826
TOTAL COST/LOSS $8,261


NET LIQUIDS UPLIFT(in Canadian $'000) $843
(expressed in 2007 Constant US$/mmBtu)9 $0.20


1  Published by the Government of Alberta.  See attached schedules.
2  30-day spot prices.  Sources: Gas Daily, Canadian Gas Price Reporter and Natural Gas Intelligence.
3  Estimated by TransCanada.
4  Provided in Section 2 of the RFA.
5  Based upon a 4.5 bcf/d daily gas volumes input to pipe at Prudhoe Bay.
6  Assuming a 75% and 100% recovery ratio for ethane and all other NGLs, respectively.
7  Assuming ethane attracts no premium beyond the assumed average gas price.
8  TransCanada estimates, based on information presented by various parties in the current AEUB NGLs inquiry.
9  Exchange rate assumed to be US$1 = C$1.2156.







 


 


Alberta Specification Product Reference Price
2004


Propane Butane Pentanes+
Reference Reference Reference


Price Price Price
(Cdn$/m3) (Cdn$/m3) (Cdn$/m3)


January 208.59                269.04                296.01                
February 187.63                237.75                301.09                
March 168.28                229.80                329.21                
April 178.48                235.53                339.05                
May 201.30                265.89                377.36                
June 200.53                266.36                338.99                
July 218.71                268.54                335.42                
Auguest 259.17                293.66                353.70                
September 247.55                294.68                367.66                
October 274.62                345.59                413.49                
November 269.58                329.01                372.20                
December 243.61                290.47                362.35                


221.50               277.19              348.88               


SOURCE: Alberta Energy Information Letters 2005-05.


Alberta Specification Product Reference Price
2005


Propane Butane Pentanes+
Reference Reference Reference


Price Price Price
(Cdn$/m3) (Cdn$/m3) (Cdn$/m3)


January 213.42                286.23                420.54                
February 212.28                299.63                466.37                
March 252.62                319.32                466.81                
April 247.29                285.54                458.62                
May 242.50                256.14                419.68                
June 269.28                265.16                450.01                
July 260.68                312.47                467.36                
Auguest 269.38                326.52                534.52                
September 337.00                393.15                535.02                
October 332.72                419.89                480.27                
November 302.47                372.87                478.50                
December 325.26                383.36                462.16                


272.08               326.69              469.99               


SOURCE: Alberta Energy Information Letters 2006-04.


 







 


 


Alberta Specification Product Reference Price
2006


Propane Butane Pentanes+
Reference Reference Reference


Price Price Price
(Cdn$/m3) (Cdn$/m3) (Cdn$/m3)


January 289.22                394.52                484.39                
February 248.16                370.63                468.40                
March 254.40                362.89                468.85                
April 286.26                390.67                545.33                
May 279.81                376.44                529.03                
June 287.72                377.94                557.91                
July 313.36                402.10                564.17                
Auguest 305.03                402.10                530.10                
September 269.07                366.43                443.64                
October 263.50                320.32                431.87                
November 267.41                311.40                399.49                
December 267.75                319.30                478.01                


277.64                366.23              491.77               


SOURCE: Alberta Energy Information Letters 2007-05.
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1 (Field Survey) Temporary Use Permit Mineral Leasing Act Section 28 (e), 30 USC Section 185 (e) 43 
CFR 2881 Federal Office of Federal Inspector


For access to right-of-way (ROW). BLM ROW Grant expressly provides for 
issuance of temporary use permits. May contain site-specific terms and 
conditions under Stipulation 1.7.1 of the Grant.


All federal lands associated with Project Land Use


1 (Field Survey) Antiquities/Archaeological Survey Clearance AS 41.35 State Alaska Department of Natural Resources
State Historic Preservation Office


Authorization to conduct archaeological surveys. Typically obtained by 
archaeological contractor. All lands associated with Project Land Use


1 (Field Survey)
Land Use Permit 
Temporary Land Use
Miscellaneous Land Use


AS 38.05.850 
11 AAC 96 
11 AAC 58.210


State Alaska Department of Natural Resources For access to ROW. Includes Tundra Travel Permits and other special use 
permits. All state lands associated with Project Land Use


2 (Construction Major) Environmental Impact Statement


National Environmental Policy Act
42 USC 4321 et seq.,
40 CFR 1502
15 USC 719(h)(c)(3) 


Federal Federal Energy Regulatory Commission (FERC)
ANGPA designates FERC as the lead agency for preparation of EIS for the 
entire project and requires all other federal agencies to coordinate their 
environmental analysis with FERC.


Project construction and facilities  EIS


2 (Construction Major) Certificate of Public Convenience and Necessity/ Initial Rate 
Authorization


Section 7(c) Natural Gas Act, 15 USC 717f(c), 18 CFR part 157
Section 103 Alaska Natural Gas Pipeline Act, 15 USC 720a Federal Federal Energy Regulatory Commission Final certificate authorizing construction and approving initial rates required All Project Components Land Use


2 (Construction Major) Federal Right-of-Way Grant and Notice to Proceed (NTP) Section 28 Mineral Leasing Act of 1920, 30 USC 185, 43 CFR 
2880 Federal Bureau of Land Management (Grant) Right-of-Way required across all lands in Alaska to which U.S. Government 


holds title. All Project Components Land Use


2 (Construction Major) Right-of-Way Lease AS 38.35.020; AS 38.05.075 State Alaska Department of Natural Resources For access roads locate on State land Access roads near compressor stations Land Use


2 (Construction Major) Section 404 Wetlands Dredge or Fill Permit; Section 10 Work in 
Navigable Waters Permit


Section 404 Clean Water Act, 33 USC 1344, 33 CFR 320-330; 
Rivers and Harbors Act, 33 USC 403 Federal Department of Army - Corps of Engineers (Corps) General permit required for activity impacting federally designated wetlands. All Project Components Water


2 (Construction Primary)
Export / Import Authorization Pursuant to Section 3 of the 
Natural Gas Act / Presidential Permits to Construct Cross-
Border Facilities


15 USC 717b 
18 CFR 153.15 Federal Federal Energy Regulatory Commission Authorizations to export/import natural gas are required but are to be granted 


without modification or delay under NGA Section 3(c). All Project Components Land Use


2 (Construction Primary) ROW Across Native Lands 25 USC Chapter 8, Section 323 Federal Department of Interior - Bureau of Indian Affairs BIA concurrence needed if ROW crosses Alaska Native allotments; BLM 
coordinates consultation under the Secretary's Trust Asset Protection Policy. All Project Components Land Use


2 (Construction Primary)


Approval of Facilities Constructed at or near the U.S. / Canada 
border in accordance with Convention Between the United 
States and Great Britain Relating to the Canadian International 
Boundary (signed April 11, 1908) (entered into force June 4, 
1908).


35 Stat. 2003, TS 297 Federal International Boundary Commission
Treaty requires maintenance of unobstructed vista along the 20’ cleared area 
extending along the border, preservation of boundary monuments and 
unimpeded access for inspection and maintenance


All Project Components Land Use


2 (Construction Primary) National Pollutant Discharge Elimination System (NPDES)
Industrial Storm Water Permit


33 USC 1342 
40 CFR 122 Federal Environmental Protection Agency (EPA) Coordinated with state wastewater disposal permits Project construction and facilities  Water


2 (Construction Primary) NPDES  
Construction Storm Water Permit


33 USC 1342 
40 CFR 122 Federal Environmental Protection Agency Surface water runoff from construction. Obtain a Construction General Permit 


(CGP) for large construction activities. Project construction and facilities  Water


2 (Construction Primary) Temporary Use Permit Mineral Leasing Act Section 28 (e), 30 USC Section 185 (e) 43 
CFR 2881 Federal Bureau of Land Management Federal ROW grant will likely provide for issuance of temporary use permits 


which may contain site-specific terms and conditions.


Pipeline and compressor stations,  
material sites; access roads; 
communication sites


Land Use


2 (Construction Primary) Purchase of Mineral Material / Mineral Sales Contract


Minerals Management Act, 30 USC Sections 602, 602, 604 
43 CFR part 3600
43 CFR part 3610
43 CFR part 3620
43 CFR part 23
43 CFT part 5400


Federal Bureau of Land Management Contract required for material sites on federal land. Removal of rock, crushed 
rock or gravel will include a $/yard fee.


Construction sites requiring gravel or 
rock  Pipeline and compressor stations,  
material sites; access roads; 
communication sites


Land Use


2 (Construction Primary) Consistency Review of Coastal Project Plans
Alaska Coastal Management Program, AS 46.39.010, et. seq., 
AS 46.40.010, et. seq., 6 AAC 80.010 et. seq., 11 AAC 110.010 
et. seq.


State Alaska Department of Natural Resources, Office of Project 
Management and Permitting Determination of consistency with State ACMP policies. Project construction and facilities  Land Use, Water


2 (Construction Primary) Construction Across Highways AS 19.25.010 et.sea., 17 AAC 15.011 et. seq. State Alaska Department of Transportation & Public Facilities Cross highway Pipeline Construction Land Use


2 (Construction Primary) Material Sales Permit AS 38.05.110, 11 AAC 71.005 et. seq. State Alaska Department of Natural Resources For removal of rock, crushed rock or gravel from State land.  Includes a fee 
($/cubic yard). Construction Land Use


2 (Construction Primary) Pipeline Right-of-Way Lease and Notice to Proceed AS 38.35.010 et. seq., 11 AAC 80.005 et. seq. State Alaska Department of Natural Resources For crossing or constructing on state lands. Pipeline, pipeline supports, compressor 
stations Land Use


2 (Construction Primary) Encroachment Permit; Highway Use Permits 17 AAC 10.010 et seq. State Alaska Department of Transportation and Public Facilities Required if pipeline is located near highways or within highway ROW. Pipeline Construction Land Use


2 (Construction Primary) Utility Permit on State Right-of-Way 17 AAC 15.011 et seq. State Alaska Department of Transportation and Public Facilities Required if pipeline or utilities are to be located within existing powerline or 
other utility ROW Pipeline Construction Land Use


2 (Construction Primary) Wastewater Disposal Permit 18 AAC 72.010 State Alaska Department of Environmental Conservation Obtained in coordination with federal EPA National Pollutant Discahrge 
Elimination System (NPDES) permits


Trench dewatering, camps, 
maintenance facilities Water


2 (Construction Primary) Plan of Operation for Forest Clearing Alaska Forest Resources and Practices Act                            
AS 41.17.085 State Alaska Department of Natural Resources Department of 


Forestry Forest clearing in State Forest Construction in Tanana Valley and 
Salcha State Forests (MP505) Land Use


2 (Construction Primary) Fish Habitat Permit (permit to Construct and Provide for the 
Efficient Passage of Fish)


AS 41.14.840
Title 41 Permit
11 AAC 195.010


State Alaska Department of Natural Resources, Office of Project 
Management and Permitting


For construction of roads, pipeline crossings, and other facilities that could 
affect fish passage in streams and rivers.


Pipeline crossing of rivers and streams, 
Bridge construction for pipeline support 
or other crossing.


Wildlife


2 (Construction Primary) Fish Habitat Permit (Permit to Conduct Activities Affecting 
Anadromous Fish Streams)


AS 41.14.870
Title 41 Permit
11 AAC 195.010


State Alaska Department of Natural Resources, Office of Project 
Management and Permitting


For construction in streams and rivers; use, diversion or obstructing of or 
equipment use in streams


Pipeline crossing of rivers and streams, 
Bridge construction for pipeline support 
or other crossing.


Wildlife
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2 (Construction Primary) Special Area Permit
AS 16.20  
5 AAC 95.420 - 440
5 AAC 95.700 - 760


State Alaska Department of Fish and Game Crossing designated areas such as State refuges, sanctuaries and critical 
habitats (May require extensive environmental studies and/or public reviews.)


If Project facilities cross or utilize 
regulated lands. (not known at this time) Land Use


2 (Construction Primary) Incompatible Use Permits
AS 38.05 
AS 41.21.020
11 AAC 18.011


State Alaska Department of Natural Resources For construction on State land in designated areas such as state parks or 
recreation areas Pipeline Construction Land Use


2 (Construction Primary) Right-of-Way
Mental Health Trust Lands
AS 38.05.801
11 AAC 99.02 


State AK Mental Health Land Trust Office Separate from ADNR Lease. Project construction and facilities  Land Use


2 (Construction Primary) Land Use Permits n/a State University of Alaska; Native Corporations
The pipeline right-of-way will cross lands owned by the University of Alaska 
and various Alaska Native Corporations.  Some of these entities are likely to 
have their own permit requirements for activities on their lands.


All Project Components Land Use


2 (Construction Primary) Certificate of Reasonable Assurance (401 Certification) for COE 
404 Permits or EPA NPDES Permits 18 AAC 15.130; Section 401 of Clean Water Act, 33 USC 1341 State Alaska Department of Environmental Conservation Certification for compliance with State water program. Permitting process is 


initiated automatically with NPDES or 404 permit submittal. All Project components Water


3 (Construction Primary) Title V Air Quality Permit to Operate AS 46.14.010 et. seq., 18 AAC 50.326 State Alaska Department of Environmental Conservation


For fugitive and point source emissions during operation. Required if emission 
exceed criteria, based upon total emissions and incremental changes from 
current conditions. Presonstruction site meteorlogical data required to 
demonstrate compliance in permit application.


 Compressor station operation. Air


2 (Construction Primary) Alaska Coastal Management Program AS 46.40.010, et. seq., 11 AAC 110.010 et. seq. Local North Slope Borough Consistency determination.  Review applicant's certification of project 
consistency with state and local (NSB) coastal standards.  Project construction and facilities  Land Use


2 (Construction Primary) Development Plans;  Utilities; Zoning;  Land Use Permits; 
Building; Landfill Use Permission


Borough Ordinances
(Including Title 19, Ordinance 75-6-23 amended to Title 19; 
General Development Permit, Road Plan among others)


Local North Slope Borough
Permitting and Zoning Division Land and development permits needed at local level. Project construction and facilities within 


Borough Land Use


2 (Construction Primary)
Code of Ordinances:
Floodplain Permit and 
Excavation/Construction Permit for Public Roads.


Fairbanks North Star Borough
Code of Ordinances Local Fairbanks North Star Borough


Title 8 (Health and Safety)
Title 14 (Service Areas, Roads)
Title 15 (Buildings and Construction)
Title  18 (Zoning)


Project Construction and Facilities Land Use


2 (Construction Primary) Zoning and Land Use Permits Municipalioty of Delta Junction Municipal Ordinances 72.02 and 
83.03 Local Municipality of Delta Junction zoning and land use in flood hazard areas permits (municipal code) Project construction and facilities  Land Use


3 (Construction Secondary) Notice of Intent to Establish or Change an Airport Landing Area 14 CFR 157 Federal Federal Aviation Administration Needed for establishing airport landing areas Camps Transportation


3 (Construction Secondary) Notice of Proposed Construction Areas or Alteration (Structures 
interfering with flight paths) 14 CFR 77.13 Federal Federal Aviation Administration Reactivation or construction of airstrip or helipads Camps Transportation


3 (Construction Secondary) Airport Operating Certificate 14 CFR Part 139 Federal Federal Aviation Administration May be necessary if airport serves planes having a seating capacity of greater 
than 30 people. Camps Transportation


3 (Construction Secondary) RCRA documentation and/ or permitting requirements 40 CFR 260 et. seq. Federal Environmental Protection Agency
Applicable to certain generation and transport of, and the treatment, storage 
and disposal of, hazardous waste. May not be applicable depending upon 
specific wastes generated.


Project construction and faciliites Waste Management


3 (Construction Secondary) Radio and wire communications permits and licenses 47 USC 151 et. seq.
47 CFR 100 et. seq. Federal Federal Communication Commission


Many applications and licensing procedures (including applications for 
frequencies, etc.) are listed in 47 CFR, each depending upon type of facility 
built


Operations Communications


3 (Construction Secondary) Bridge Permit
General Bridge Act of 1946                                             33 CFR 
parts 114,115 
33 USC 525 


Federal Coast Guard Bridges over navigable waters of the U.S. (temporary and permanent) Pipeline Bridges Water


3 (Construction Secondary) Purchase of Mineral Material / Mineral Sales Contract


Minerals Management Act, 30 USC Sections 602, 602, 604 
43 CFR part 3600
43 CFR part 3610
43 CFR part 3620
43 CFR part 23
43 CFT part 5400


Federal Office of Federal Inspector
Contract required for material sites on federal land. Removal of rock, crushed 
rock or gravel will include a $/yard fee. (Discussed in Stipulation 2.6 of the 
BLM ROW Grant)


Construction sites requiring gravel or 
rock  Pipeline and compressor stations,  
material sites; access roads; 
communication sites


Land Use


3 (Construction Secondary) Facility Response Plans
Oil Pollution Act 1990
33 USC 1231(j)(5)
40 CFR 112.20


Federal Coast Guard Spill response plans required for facilities with petroleum threat to navigable 
waters of the U.S. Coordinate plan with those required by EPA.


Sites with petroleum near navigable 
waters (e.g., Yukon River). Construction


3 (Construction Secondary) Operation Plan for mining activities including design and 
reclamation 11 AAC 86.800 State Alaska Division of Mining, land and water Gravel Mining Pipeline Construction Construction


3 (Construction Secondary) Temporary Water Use Permit (TWUP) 11 AAC 93.210 and 
11 AAC 93.220 State Alaska Division of Mining, Land and Water Consumptive water use Ice roads, camps Water


3 (Construction Secondary) Burning Permit 11 AAC 95.400 - .490
18 AAC 50 State Alaska Department of Natural Resources Burning of clearing slash. Construction (clearing) Contruction


3 (Construction Secondary) Traffic Operations Permit 13 AAC 02 et seq. State Alaska Department of Transportation and Public Facilities Detours and road closures Pipeline Construction Transportation


3 (Construction Secondary) Airport Building Permit 17 AAC 42.280 State Department of Transportation and Public Facilities Each airfield will require a permit Camps Construction


3 (Construction Secondary) Open Burning Permit 18 AAC 15.020
18 AAC 50.065 State Alaska Department of Environmental Conservation Burning of clearing slash. Construction (clearing) Construction


3 (Construction Secondary) Plan Review and Pre-Operation Inspection 18 AAC 42.280 State Alaska Department of Environmental Conservation Individual approvals wil lbe obtained for construction camp support facilities. 
(food facility only) Camps Construction


3 (Construction Secondary) Non-Domestic Wastewater System Plan Review 18 AAC 72.600 State Alaska Department of Environmental Conservation Individual approvals wil lbe obtained for construction camp sewage systems. Camps Construction


3 (Construction Secondary) Public Water System Review and Approval Requirements 18 AAC 80.200 State Alaska Department of Environmental Conservation Individual approvals wil lbe obtained for construction camp water systems. Camps Construction
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3 (Construction Secondary) Construction Air Quality Permits
42 USC 7401 et seq.
18 AAC 50                             
AS 46.14


State Alaska Department of Environmental Conservation May be required for construction activity. Construction Air 


3 (Construction Secondary) Airport Lease AS 02.15
17 AAC 40 State Alaska Department of Transportation and Public Facilities State-operated airports.  Camps Transportation


3 (Construction Secondary) Food Service Permit AS 03.05.011 and .020
AS 44.46.020 State Alaska Department of Environmental Conservation Required when food service is provided during construction or operation Camps Construction


3 (Construction Secondary) Construction Contractor License AS 08.18.011 - .171
12 AAC 21 State Alaska Department of Revenue Required for all contractors and subcontractors working on Project Project construction and faciliites Construction


3 (Construction Secondary) State Fire Marshall Permit AS 18.70.080
13 AAC 50.027 State State Fire Marshall Review of plans and inspection of occupied facilities Camps and other facilities Construciton


3 (Construction Secondary) Highway Pass
AS 19.05.020
AS 19.40.100 and .110
 17 AAC 30.010-.070


State Alaska Department of Transportation and Public Facilities Permit application available from ADOT Fairbanks Project construction and faciliites Land Use


3 (Construction Secondary) Driveway Permit AS 19.05.20
17 AAC 10.020 State Alaska Department of Transportation and Public Facilities Needed if construction access roads intersect a state highway Pipeline Construction Land Use


3 (Construction Secondary) Permit for Oversize/Overweight Vehicles AS 44.33.020; 03 AAC 35.120 State Alaska Department of Transportation and Public Facilities Permit application available from ADOT Fairbanks Pipeline Construction Transportation


3 (Construction Secondary) Policy for Handling Contaminated Soils During Pipeline 
Trenching Operations Department Policy State Alaska Department of Environmental Conservation


When contaminated soil is encountered and operator is not the source, may 
replace back on site. May not use fill that will increase migration of 
contamination (ie gravel). Patterned after EPA Region V policy for hazardous 
waste sites.


Trenching Construction


4 (Construction Secondary) Water Rights Permit / Certification of Water Appropriation 11 AAC 93.040 - .130,  
93.210 - .220 State Alaska Department of Natural Resources For withdrawal of water from surface water bodies - Camps and Other 


Temporary Uses
Applicable at facilities where water is 
needed (potable or process). Water


4 (Operation) Waiver of FAA Regulations 14 CFR 91.63 Federal Federal Aviation Administration For pipeline patrolling Operation of the Pipeline Transportation


4 (Operation) RCRA documentation and/ or permitting requirements 40 CFR 260 et. seq. Federal Environmental Protection Agency
Applicable to certain generation and transport of, and the treatment, storage 
and disposal of, hazardous waste. May not be applicable depending upon 
specific wastes generated.


Compressor stations; maintenance 
facilities Waste Management


4 (Operation)
Spill Prevention Countermeasures and Contingency Plan (C-
Plan)
Facility Response Plans


Oil Pollution Act 1990 Federal Environmental Protection Agency Spill response plans required for facilities with petroleum storage above 
threshold volumes.


Sites with greater than 1320 gallons 
storage or single tank of 660 gallons 
near navigable waters (e..g, staging 
areas, camps)


Construction


4 (Operation) Water Rights Permit / Certification of Water Appropriation 11 AAC 93.040 - .130,  
93.210 - .220 State Alaska Department of Natural Resources For withdrawal of water from surface water bodies - Permanent Operations Applicable at facilities where water is 


needed (potable or process). Water


4 (Operation) Wastewater Disposal Permit 18 AAC 72.010 State Alaska Department of Environmental Conservation For disposal of wastewater from facilities Maintenance facilities Water


4 (Operation) State Fire Marshall Permit AS 18.70.080
13 AAC 50.027 State State Fire Marshall Review of plans and inspection of occupied facilities Compressor stations; maintenance 


facilities Safety
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Alaska Pipeline Project 
Project Phases


November 30, 2007


Development 
Phase


Proposal
Sub-Phase


Development 
Phase


Definition
Sub-Phase


Execution
Phase


Pipeline 
Operations


Phase


Deliverables
Mobilize Project Management Team 
for Development Phase
Verify design platform and costs
Review risk analysis
Prepare tolling
Prepare detailed plans for
Development Phase
Determine contracting strategy and 
prepare RFPs for project 
management, engineering and 
environmental contracts
Begin front end engineering design 
(pre-FEED)
Begin field work 
Prepare Class 4 Cost Estimate and
Schedule
Hold Open Season


Approvals for Next Sub-Phase
Commercial close
Precedent Agreements in place
All internal approvals in place to move 
to next Sub-Phase


Deliverables
Award project management, engineering 
& environmental contracts for 
Development Phase
Finalize and execute Plans for 
Development Phase
Draft and file applications and plans with 
FERC
Public consultation on plans and 
mitigation
Complete FEED, begin detailed design 
Negotiate remaining First Nation 
Agreements in Canada
Negotiate financing arrangements
Continue field work – engineering, 
survey and environmental
Begin procurement process for long-lead 
items
Conditionally award construction 
contracts and long-lead material POs
Finalize route and compressor station 
locations
Develop plans for Execution Phase


Approvals for Next Phase
Major permits received
Financing in place
Internal approvals in place to proceed to 
construction
Class 3 Cost Estimate & Schedule 
consistent with PAs
Decision to Proceed to Execution Phase


Deliverables
Execute major cost commitment 
contracts and POs
Implement Plan for Execution Phase
Complete field work
Receive Leave to Proceed from NPA
Complete minor and local permitting
Complete detailed design
Complete procurement of materials &
equipment
Complete all right-of-way processes and 
land acquisition
Complete pre-construction and 
construction
Complete testing, commissioning and 
initial operation
Finalize and begin implementation of 
Operations Plan


Approvals for Next Phase
Regulatory approvals to operate (Leave 
to Open)
Substantial completion sign-off by 
Operations
Commercial operation triggers 
Operations Phase


Deliverables
Commercial Operations
Build up volumes to full contract flow
Final cleanup and all construction 
deficiencies corrected
Warranty Management
Implement Operations Plan


April 2008 Sep 2009 Sep 2013 Nov 2017
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APPLICATION FOR LICENSE 
ALASKA GASLINE INDUCEMENT ACT APPENDICES 


Regulatory Management Guide 
Summary 


The “PMO Regulatory Management Guide” includes information to support project 
managers in ensuring that the four main components of regulatory management are 
addressed: 


• Regulatory requirements 
• Regulatory planning (applications & permits) 
• Regulatory compliance tracking 
• Regulatory reporting 


To assist in meeting the objectives of the wide variety of projects that TransCanada’s 
project managers are responsible for, three levels of regulatory management controls 
have been developed: 


• Level 1:  Light level of regulatory management control. 
• Level 2:  Moderate level of regulatory management control. 
• Level 3:  Comprehensive level of regulatory management control. 


This document defines the key interfaces between regulatory management controls and 
other project management controls (Environment, Communications, etc.) 


The goal of Regulatory management is to ensure that the appropriate regulatory (e.g. 
environmental, community, safety) requirements are understood and met during the 
project.   


See also Section 2.2.4 “Regulatory Plan”. 


 


TransCanada 
November 30, 2007 
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MAJOR CANADIAN REGULATORY APPROVALS BY JURISDICTION 
 


APPROVAL FOR AUTHORIZATION 
REQUIRED LEGISLATION RESPONSIBLE 


AUTHORITY/AGENCY 


YUKON 


Water Crossings 
• Bridges or 


Watercourse 
Diversion 


• Yukon Water Act 
and Yukon Waters 
Regulations (Yukon 
Bill 87) 


• Yukon Territory 
Water Board 


Activities in  
• Habitat 


Protection Area  
• Bird Habitats 


• Permit 
• Permit 


• Wildlife Act 
Regulations 


• Yukon Government – 
Department of 
Renewable 
Resources 


Road Construction 
and Highway 
Access 


• Permit • Yukon Highways Act 
• Yukon Government - 


Highways 
Maintenance Branch 


Bridge Crossing • Water Licence 
• Land Use Permit 


• Yukon Waters Act 
and Yukon Waters 
Regulations 


• Territorial Lands Act 
and Land Use 
Regulations 


• Yukon Territory 
Water Board 


• DIAND - Land 
Resources 


BRITISH COLUMBIA 
Water Use or 
Waste Discharge • License • Water Act • BCMELP 


Water Crossings 


• Bridges or 
Watercourse 
Division 


• Activity in Stream 
Bed 


• Water Act • BCMELP 


Activities in: 
• Agricultural 


Land Reserve 
• Forestry Land 


Reserve 
• Ecological 


Reserve 
• Heritage 


Property 
• Provincial 


Parks 


 
• Permit 
• Permit 
• N/A 
• Permit 
• Park Use Permit 


 
• Agricultural Land 


Reserve Act 
• Forest Land 


Reserve Act 
• Ecological Reserve 


Act 
• Heritage 


Conservation Act 
• Park Act 


 
• BCLRC 
• BCLRC 
• BCMELP 
• Small Business, 


Tourism & Culture 
• BCMELP 


Road Construction • Road Permit 
• Road Use Permit • Forest Act • MoF 


ALBERTA 


Right of  Way 


Pipeline Agreement 
(PLA) & 
Environmental Field 
Report (EFR)? 


Public Lands Act 
Dispositions and Fees 
Regulation 


• Alberta Sustainable 
Resource 
Development (ASRD) 







 


 


APPROVAL FOR AUTHORIZATION 
REQUIRED LEGISLATION RESPONSIBLE 


AUTHORITY/AGENCY 


Facilities Other 
Than Pipeline 


Pipeline Installation 
Lease (PIL) & EFR 


Public Lands Act 
Dispositions and Fees 
Regulation 


• ASRD 


Historical Resource 
Impact Assessment Letter of Clearance Historical Resources Act • Alberta Community 


Development 


Use of Access 
Roads 


Road Use Agreement 
– Crown  
(Licence of Occupation  
{LOC}) 


Public Land Act 
Dispositions and Fees 
Regulation 


• ASRD 
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Safety Management Guide 
Summary 


The “PMO Safety Management Guide” includes information to support project managers 
in ensuring that the three main components of safety management are addressed: 


• Safety planning 
• Safety assurance  
• Safety control 


To assist in meeting the objectives of the wide variety of projects that TransCanada’s 
project managers are responsible for, three levels of safety management controls have 
been developed: 


• Level 1:  Light level of project safety control. 
• Level 2:  Moderate level of project safety control. 
• Level 3:  Comprehensive level of project safety control. 


This guide explains the differences between the levels of safety management control and 
the associated tools and techniques.  The document also defines the key interfaces 
between safety management controls and other controls (cost, risk, etc). 


The purpose of this document is to provide a structured and consistent guide for all 
project safety management related requirements.  This should help ensure that safety 
aspects are taken into consideration at the appropriate time during the project life cycle. 


The goal of project safety management is: 


• To anticipate, eliminate, prevent, and reduce safety incidents, injuries and 
illnesses to TransCanada and supplier/contractor personnel; and 


• To ensure that safety risks are identified, assessed and appropriately managed in 
alignment with TransCanada’s defined safety risk tolerances, and in compliance 
with externally defined regulations and codes. 


See Also Appendix C “Contractor Safety Management Program”. 


 


TransCanada 
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TRANSCANADA CORPORATION – THIRD QUARTER 2007 


NewsRelease 
TransCanada Announces Strong Third Quarter Results,  


Board Declares Dividend of $0.34 per Common Share  
 


CALGARY, Alberta – October 30, 2007 – (TSX: TRP) (NYSE: TRP) 
 
Third Quarter Highlights 
 
(All financial figures are unaudited and in Canadian dollars unless noted otherwise) 


• Net income for third quarter 2007 of $324 million ($0.60 per share) compared to $293 
million ($0.60 per share) in third quarter 2006 


• Comparable earnings for third quarter 2007 of $309 million ($0.57 per share), compared to 
$243 million ($0.50 per share) for the same period in 2006, an increase of approximately 14 
per cent on a per share basis 


• Funds generated from operations for third quarter 2007 of $702 million compared to $662 
million for the same period in 2006, an increase of approximately six per cent 


• Dividend of $0.34 per common share declared by the Board of Directors 
• Significant advancement on the Keystone Oil Pipeline project and expanded scope of the 


Bruce A Restart and Refurbishment Project  
 
“TransCanada’s strong financial performance during the third quarter is a result of solid 
contributions from our existing assets, and our continued disciplined approach to growing our 
pipelines and energy businesses,” said Hal Kvisle, president and chief executive officer. “The 
acquisition of ANR, and the completion of Bécancour and Edson facilities in late 2006, have 
contributed to increased earnings and cash flow in 2007. As we move ahead on our portfolio of large 
scale infrastructure projects such as Keystone and the Bruce A refurbishment, we expect to continue 
to generate strong returns for our shareholders.” 
 
TransCanada Corporation (TransCanada) reported net income for third quarter 2007 of $324 
million ($0.60 per share) compared to $293 million ($0.60 per share) for third quarter 2006. 
 
Comparable earnings were $309 million ($0.57 per share) for third quarter 2007 compared to $243 
million ($0.50 per share) in third quarter 2006. The $66 million ($0.07 per share) increase was due to 
higher contributions from both the Pipelines and Energy businesses.  The increase in Pipelines was 
primarily due to additional income earned from the acquisition of ANR and higher earnings from 
the Canadian Mainline.  The increase in the Energy business was primarily due to the impact of 
higher realized power prices in Alberta and the start-up of the Bécancour and Edson facilities in late 
2006.  Comparable earnings in third quarter 2007 excluded $15 million of favourable tax 
reassessments and associated interest income relating to prior years, and in third quarter 2006, 
excluded a $50 million income tax benefit related to the resolution of certain income tax matters with 
taxation authorities and changes in estimates. 
 







 


Net income and net income from continuing operations were $846 million ($1.60 per share) for the 
first nine months in 2007 compared to net income of $810 million ($1.66 per share), and net income 
from continuing operations of $782 million ($1.60 per share) for the same period last year. 
 
Comparable earnings for the first nine months of 2007 were $800 million ($1.51 per share), 
compared to $668 million ($1.36 per share) for the same period in 2006. The $132 million ($0.15 per 
share) increase was primarily due to additional income earned from the acquisition of ANR, higher 
earnings from the Canadian Mainline, higher realized power prices in Alberta and the start-up of the 
Bécancour and Edson facilities in late 2006. Partially offsetting these increases was a lower 
contribution from Bruce Power. Comparable earnings for the nine months ended September 30, 
2007 excluded positive income tax adjustments of $46 million. Comparable earnings for the nine 
months ended September 30, 2006, excluded $83 million in favourable income tax adjustments, an 
$18-million bankruptcy settlement with Mirant, and a $13-million gain on the sale of 
TransCanada’s interest in Northern Border Partners, L.P. 
 
Net cash provided by operations in third quarter 2007 was $834 million compared to $619 million 
for the same period in 2006. Net cash provided by operations for the nine months ended 2007 was 
$2.14 billion compared to $1.58 billion for the same period in 2006. The increase in net cash 
provided by operations was primarily due to an increase in funds generated from operations and a 
decrease in operating working capital. 
  
Funds generated from operations of $702 million and $1.88 billion for the three and nine months 
ended September 30, 2007 increased $40 million and $162 million, respectively, when compared to 
the same periods in 2006. These increases were mainly due to an increase in cash generated through 
earnings.  
 
Notable recent developments in Pipelines, Energy and Corporate include:  
 
Pipelines: 
 


 TransCanada reached another major milestone on the Keystone Oil Pipeline project after 
receiving NEB approval to construct and operate the Canadian portion of the Keystone Oil 
pipeline. The approval includes converting a portion of the Canadian Mainline to crude oil 
service from natural gas service, and includes agreement on the toll methodology and tariff. 
Construction is anticipated to begin in early 2008 and Keystone is expected to be in-service in 
fourth quarter 2009. 
 


 Based on strong industry support for Keystone, TransCanada has entered into contracts or 
conditionally awarded approximately US$3.0 billion for major materials and pipeline 
construction contractors and is continuing to secure land access agreements in preparation 
for the start of construction in the spring of 2008.  The capital cost of Keystone is expected to 
be approximately US$5.2 billion based on the increased size and scope of the project and the 
executed material and service construction contracts. In November, an application with the 
National Energy Board (NEB) is expected to be filed for additional pumping facilities 
required to expand Keystone from a nominal capacity of approximately 435,000 barrels per 
day to 590,000 barrels per day. 


 
• TransCanada and Northwest Natural Gas Company announced the formation of Palomar 


Gas Transmission. Palomar proposes to build a natural gas pipeline that would serve growing 
markets in Oregon, the Pacific Northwest, and the western U.S. If approved, and with 
sufficient shipper interest, the new pipeline is scheduled to begin service in late 2011. 
 







 


• After a July 2007 approval from the Energy and Utilities Board (Alberta) to initiate 
negotiations with respect to the Alberta System revenue requirement, negotiations with 
stakeholders began in September 2007 and are ongoing. The intent is to reach a settlement for 
a term of up to three years beginning January 1, 2008.   
 


• In October 2007, TransCanada’s North Baja pipeline received a certificate from the U.S. 
Federal Energy Regulatory Commission authorizing it to expand and modify its existing 
system. The modification will facilitate the importation of regassified liquefied natural gas 
from Mexico into the California and Arizona markets. 


 
Energy: 
 


• TransCanada announced the expansion of the Unit 4 refurbishment on the revised Bruce A 
Restart project that includes installing 480 new fuel channels in Unit 4. This will extend the 
expected operational life of the 750 MW unit from 2017 to 2036. The expansion is estimated 
to be an additional $1 billion, resulting in a total investment in the restart and refurbishment 
program of approximately $5.25 billion. TransCanada’s share is expected to be approximately 
$2.6 billion. 


 
• Construction began at Halton Hills Generating Station, a 683 MW natural gas-fired power 


plant in Halton Hills, Ontario. The facility is anticipated to be in-service by the summer of 
2010.  


 
• Construction is progressing as planned on the Portlands Energy Centre (550 MW), a 


partnership with Ontario Power Generation. 
 


• Cartier Wind received environmental approval from the Québec Government to build its 
proposed $170-million Carleton wind farm on the Gaspé Peninsula of Québec. The Carleton 
wind farm (109.5 MW) is the third project to be developed after Hydro-Québec's first wind 
energy call for tenders in 2004. TransCanada has a 62 per cent ownership interest in Cartier 
Wind. 
 


• TransCanada and the Saskatchewan Government agreed to contribute up to $26 million each 
for the engineering design phase of a proposed polygeneration plant. The Belle Plaine facility 
would use petroleum coke as feedstock to produce valuable products with very low emissions, 
and generate 300 MW of electricity. 


 
Corporate: 
 


• In October 2007, TransCanada sold US$1 billion of 30-year senior notes bearing a coupon of 
6.20 per cent. Proceeds will be used to repay outstanding commercial paper and for general 
corporate purposes.  


 
Teleconference – Audio and Slide Presentation 
TransCanada will hold a teleconference today at 8:00 a.m. (Mountain) / 10 a.m. (Eastern) to discuss 
the third quarter 2007 financial results and general developments and issues concerning the 
company. Analysts, members of the media and other interested parties wanting to participate should 
phone 1-866-299-6655 or 416-641-6140 (Toronto area) at least 10 minutes prior to the start of the 
teleconference. No passcode is required. A live audio and slide presentation webcast of the 
teleconference will also be available on TransCanada's website at www.transcanada.com.  
 







 


The conference will begin with a short address by members of TransCanada's executive management, 
followed by a question and answer period for investment analysts. A question and answer period for 
members of the media will immediately follow. 
A replay of the teleconference will be available two hours after the conclusion of the call until 
midnight (Eastern) November 6, 2007. Please call 1-800-408-3053 or 416-695-5800 (Toronto area) 
and enter passcode 3239079#. The webcast will be archived and available for replay on 
www.transcanada.com. 
 
About TransCanada 
With more than 50 years experience, TransCanada is a leader in the responsible development and 
reliable operation of North American energy infrastructure including natural gas pipelines, power 
generation, gas storage facilities, and projects related to oil pipelines and LNG facilities. 
TransCanada’s network of wholly owned pipelines extends more than 59,000 kilometres (36,500 
miles), tapping into virtually all major gas supply basins in North America. TransCanada is one of 
the continent’s largest providers of gas storage and related services with approximately 360 billion 
cubic feet of storage capacity. A growing independent power producer, TransCanada owns, or has 
interests in, approximately 7,700 megawatts of power generation in Canada and the United States. 
TransCanada’s common shares trade on the Toronto and New York stock exchanges under the 
symbol TRP. 
 
FORWARD-LOOKING INFORMATION 
This news release may contain certain information that is forward looking and is subject to 
important risks and uncertainties. The words "anticipate", "expect", "may", "should", "estimate", 
"project", "outlook", "forecast" or other similar words are used to identify such forward-looking 
information. All forward-looking statements are based on TransCanada’s beliefs and assumptions 
based on information available at the time such statements were made. The results or events 
predicted in this information may differ from actual results or events. Factors which could cause 
actual results or events to differ materially from current expectations include, among other things, 
the ability of TransCanada to successfully implement its strategic initiatives and whether such 
strategic initiatives will yield the expected benefits, the availability and price of energy commodities, 
regulatory decisions, changes in environmental and other laws and regulations, competitive factors 
in the pipeline and energy industry sectors, construction and completion of capital projects, access to 
capital markets, interest and currency exchange rates, technological developments and the current 
economic conditions in North America. By its nature, such forward-looking information is subject 
to various risks and uncertainties which could cause TransCanada's actual results and experience to 
differ materially from the anticipated results or other expectations expressed. For additional 
information on these and other factors, see the reports filed by TransCanada with Canadian 
securities regulators and with the U.S. Securities and Exchange Commission. Readers are cautioned 
not to place undue reliance on this forward-looking information, which is given as of the date it is 
expressed in this news release or as otherwise stated, and TransCanada undertakes no obligation to 
update publicly or revise any forward-looking information, whether as a result of new information, 
future events or otherwise, except as required by law. 
 
NON-GAAP MEASURES 
TransCanada uses the measures "comparable earnings", "comparable earnings per share" and "funds 
generated from operations" in this news release. These measures do not have any standardized 
meaning prescribed by generally accepted accounting principles (GAAP) and are therefore 
considered to be non-GAAP measures. These measures are unlikely to be comparable to similar 
measures presented by other entities. These measures have been used to provide readers with 
additional information on TransCanada’s operating performance, liquidity and its ability to generate 
funds to finance its operations. These measures are used by Management to increase comparability of 
financial results between reporting periods and to enhance its understanding of operating 
performance, liquidity and ability to generate funds to finance operations. 







 


 
Comparable earnings is comprised of net income from continuing operations adjusted for specific 
items that are significant and not typical of the Company’s operations. The identification of specific 
items is subjective and management uses judgement in determining the items to be excluded in 
calculating comparable earnings. Specific items may include, but are not limited to, certain income 
tax refunds and adjustments, gains or losses on sales of assets, legal settlements and bankruptcy 
settlements received from former customers. A reconciliation of comparable earnings to net income 
is presented in the Consolidated Results of Operation section in the Management’s Discussion and 
Analysis accompanying this news release. Comparable earnings per share is calculated by dividing 
comparable earnings by the weighted average number of shares outstanding for the period. 
 
Funds generated from operations is comprised of net cash provided by operations before changes in 
operating working capital. A reconciliation of funds generated from operations to net cash provided 
by operations is presented in the Third Quarter 2007 Financial Highlights chart in this news release.  
 
 


Media Inquiries: Shela Shapiro/Cecily Dobson   (403) 920-7859 
         (800) 608-7859 


Analyst Inquiries: David Moneta/Myles Dougan/Terry Hook (403) 920-7911 


         (800) 361-6522 


 
 







 
 


 


Third Quarter 2007 Financial Highlights 


(unaudited) 
 


 
Operating Results
(millions of dollars) 2007 2006 2007 2006


Revenues 2,210            1,850             6,671             5,429             


  Continuing operations 324               293                846                782                
  Discontinued operations -                   -                     -                     28                  


324               293                846                810                


Comparable Earnings (1) 309                 243                  800                668                  


Cash Flows
  Funds generated from operations (1) 702               662                1,880             1,718             
  Decrease/(increase) in operating working capital 132               (43)                 261                (136)               
  Net cash provided by operations 834               619                2,141             1,582             


Capital Expenditures 364               372                1,056             1,002             
Acquisitions, Net of Cash Acquired (2)                  -                     4,222             358                


2007 2006 2007 2006


Net Income Per Share - Basic 
  Continuing operations $0.60 $0.60 $1.60 $1.60
  Discontinued operations -                   -                     -                       0.06               


$0.60 $0.60 $1.60 $1.66


Comparable Earnings Per Share - Basic (1) $0.57 $0.50 $1.51 $1.36


Dividends Declared Per Share $0.34 $0.32 $1.02 $0.96


Basic Common Shares Outstanding (millions)
  Average for the period 537 488 527 488
  End of period 538 488 538 488


Common Share Statistics


Net Income


Nine months ended September 30


Three months ended September 30 Nine months ended September 30


Three months ended September 30


 
(1)  For a further discussion on comparable earnings, funds generated from operations and comparable earnings per share, refer to the Non-GAAP 
Measures section in this News Release. 







 
 


 


TRANSCANADA CORPORATION – THIRD QUARTER 2007 


Quarterly Report to Shareholders  
 
Management's Discussion and Analysis 
 
The Management's Discussion and Analysis (MD&A) dated October 29, 2007 should be read in 
conjunction with the accompanying unaudited Consolidated Financial Statements of TransCanada 
Corporation (TransCanada or the Company) for the three and nine months ended September 30, 
2007.  It should also be read in conjunction with the audited Consolidated Financial Statements and 
notes thereto, and the MD&A contained in TransCanada's 2006 Annual Report for the year ended 
December 31, 2006. Additional information relating to TransCanada, including the Company's 
Annual Information Form and other continuous disclosure documents, is available on SEDAR at 
www.sedar.com under TransCanada Corporation. Amounts are stated in Canadian dollars unless 
otherwise indicated.  Capitalized and abbreviated terms that are used but not otherwise defined herein 
are identified in the Glossary of Terms contained in TransCanada’s 2006 Annual Report. 
 
Forward-Looking Information 
 
This MD&A may contain certain information that is forward looking and is subject to important risks 
and uncertainties. The words "anticipate", "expect", "may", "should", "estimate", "project", "outlook", 
"forecast" or other similar words are used to identify such forward-looking information. All 
forward-looking statements are based on TransCanada’s beliefs and assumptions based on information 
available at the time such statements were made. The results or events predicted in this information 
may differ from actual results or events. Factors which could cause actual results or events to differ 
materially from current expectations include, among other things, the ability of TransCanada to 
successfully implement its strategic initiatives and whether such strategic initiatives will yield the 
expected benefits, the availability and price of energy commodities, regulatory decisions, changes in 
environmental and other laws and regulations, competitive factors in the pipeline and energy industry 
sectors, construction and completion of capital projects, access to capital markets, interest and 
currency exchange rates, technological developments and the current economic conditions in North 
America. By its nature, such forward-looking information is subject to various risks and uncertainties 
which could cause TransCanada's actual results and experience to differ materially from the anticipated 
results or other expectations expressed. For additional information on these and other factors, see the 
reports filed by TransCanada with Canadian securities regulators and with the U.S. Securities and 
Exchange Commission (SEC). Readers are cautioned not to place undue reliance on this 
forward-looking information, which is given as of the date it is expressed in this MD&A or as otherwise 
stated, and TransCanada undertakes no obligation to update publicly or revise any forward-looking 
information, whether as a result of new information, future events or otherwise, except as required by 
law. 
 
Non-GAAP Measures 
 
The Company uses the measures "comparable earnings ", "comparable earnings per share ", "funds 
generated from operations" and "operating income" in this MD&A. These measures do not have any 
standardized meaning prescribed by generally accepted accounting principles (GAAP) and are 
therefore considered to be non-GAAP measures. These measures are unlikely to be comparable to 
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similar measures presented by other entities. These measures have been used to provide readers with 
additional information on the Company's operating performance, liquidity and its ability to generate 
funds to finance its operations.  These measures are used by Management to increase comparability of 
financial results between reporting periods and to enhance its understanding of operating 
performance, liquidity and ability to generate funds to finance operations. 
 
Comparable earnings is comprised of net income from continuing operations adjusted for specific 
items that are significant and not typical of the Company’s operations. The identification of specific 
items is subjective and management uses judgement in determining the items to be excluded in 
calculating comparable earnings. Specific items may include, but are not limited to, certain income tax 
refunds and adjustments, gains or losses on sales of assets, legal settlements and bankruptcy settlements 
received from former customers. A reconciliation of comparable earnings to net income is presented in 
the Consolidated Results of Operations section in this MD&A. Comparable earnings per share is 
calculated by dividing comparable earnings by the weighted average number of shares outstanding for 
the period. 
 
Funds generated from operations is comprised of net cash provided by operations before changes in 
operating working capital. A reconciliation of funds generated from operations to net cash provided by 
operations is presented in the Liquidity and Capital Resources section in this MD&A.  
 
Operating income is used in the Energy segment and is comprised of revenues less operating expenses 
as shown on the consolidated income statement. A reconciliation of operating income to net earnings is 
presented in the Energy section in this MD&A. 
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Consolidated Results of Operations 
 
Reconciliation of Comparable Earnings to Net Income


2007 2006 2007 2006


Pipelines
Comparable earnings 163              130                 484               403                    
Specific items:
  Bankruptcy settlement with Mirant -                   -                      -                      18                      
  Gain on sale of Northern Border Partners, L.P interest -                     -                      -                      13                      
Net earnings 163                130                   484               434                      


Energy 
Comparable earnings 156              123                 352               297                    
Specific item:
  Income tax adjustments -                   -                      4                   23                      
Net earnings 156              123                 356               320                    


Corporate 
Comparable (expenses)/earnings (10)               (10)                  (36)                (32)                     
Specific item:
  Income tax reassessments and adjustments 15                50                   42                 60                      
Net earnings 5                  40                   6                   28                      


Net Income 


  Continuing operations (1) 324                293                   846               782                      
  Discontinued operations -                   -                      -                    28                      
Net Income 324              293                 846               810                    


Net Income Per Share


  Continuing operations (2) $0.60 $0.60 $1.60 $1.60
  Discontinued operations -                   -                      -                    0.06


Basic $0.60 $0.60 $1.60 $1.66
Diluted $0.60 $0.60 $1.60 $1.65


(1) Comparable Earnings 309                243                   800               668                      
Specific items (net of tax, where applicable):
   Income tax reassessments and adjustments 15                50                   46                 83                      


      Bankruptcy settlement with Mirant -                   -                      -                    18                      
   Gain on sale of Northern Border Partners, L.P. interest -                   -                      -                    13                      
Net Income from Continuing Operations 324              293                 846               782                    


(2) Comparable Earnings Per Share $0.57 $0.50 $1.51 $1.36
Specific items - per share
   Income tax reassessments and adjustments 0.03 0.10 0.09 0.17
   Bankruptcy settlement with Mirant -                   -                      -                    0.04
   Gain on sale of Northern Border Partners, L.P. interest -                   -                      -                    0.03
Net Income Per Share from Continuing Operations $0.60 $0.60 $1.60 $1.60


(millions of dollars except per share amounts)
Nine months ended September 30Three months ended September 30(unaudited)
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TransCanada’s net income and net income from continuing operations (net earnings) in third quarter 
2007 were $324 million or $0.60 per share compared to $293 million or $0.60 per share in third quarter 
2006. The $31-million increase in net income and net earnings in third quarter 2007 compared to 2006 
was primarily due to income from the acquisition of ANR in February 2007, higher realized Alberta 
power prices, the start-up of the Bécancour and Edson facilities, and higher income recorded due to a 
five-year settlement on the Canadian Mainline approved by the National Energy Board (NEB) in May 
2007. Third quarter 2007 net earnings included $15 million of favourable income tax reassessments and 
associated interest income relating to prior years, compared with an income tax benefit of $50 million 
recorded in third quarter 2006 relating to the resolution of certain income tax matters with taxation 
authorities and changes in estimates. On a per share basis, net income in third quarter 2007 remained 
consistent with third quarter 2006 although the Company had an increased number of shares 
outstanding following the Company’s share issuances in 2007. 
 
Comparable earnings for third quarter 2007 were $309 million or $0.57 per share, compared to $243 
million or $0.50 per share for the same period in 2006. Comparable earnings excluded the 
above-mentioned $15-million and $50-million positive income tax reassessments and adjustments in 
third quarter 2007 and 2006, respectively.  
 
Net income and net earnings were $846 million or $1.60 per share for the first nine months in 2007 
compared to net income of $810 million or $1.66 per share, and net earnings of $782 million or $1.60 
per share for the same period last year. The increase in net income and net earnings was due to factors 
discussed above as well as additional positive income tax adjustments of $31 million in the first six 
months of 2007 due to changes in Canadian federal income tax legislation, the resolution of certain 
income tax matters and an internal restructuring. These increases were partially offset by decreased 
earnings from Bruce Power. Net income and net earnings for the nine months ended September 30, 
2006 included approximately $83 million in favourable income tax adjustments and benefits from the 
resolution of certain income tax matters, reductions in Canadian federal and provincial income tax 
rates and changes in estimates. In addition, net income and net earnings in 2006 included an 
$18-million after-tax ($29 million pre-tax) bankruptcy settlement with Mirant Corporation and 
certain of its subsidiaries (Mirant) and a $13 million after-tax ($23 million pre-tax) gain on the sale of 
TransCanada’s general partner interest in Northern Border Partners, L.P. TransCanada’s net income 
for the nine months ended September 30, 2006 also included net income from discontinued operations 
of $28 million or $0.06 per share, reflecting bankruptcy settlements with Mirant received in first 
quarter 2006 related to the Gas Marketing business divested in 2001. On a per share basis, net earnings 
for the first nine months in 2007 remained consistent with the same period in 2006 although the 
Company had an increased number of shares outstanding following the Company’s share issuances in 
2007. 
 
Comparable earnings for the first nine months of 2007 were $800 million or $1.51 per share, compared 
to $668 million or $1.36 per share for the same period in 2006. Comparable earnings for the nine 
months ended September 30, 2007 excluded positive income tax reassessments and adjustments of $46 
million. Comparable earnings for the nine months ended September 30, 2006, excluded $83 million in 
favourable income tax adjustments, the $18-million bankruptcy settlement with Mirant and the 
$13-million gain on the sale of TransCanada’s interest in Northern Border Partners, L.P. 
 
Results from each business segment for the three and nine months ended September 30, 2007 are 
discussed further in the Pipelines, Energy and Corporate sections of this MD&A. 
 
Funds generated from operations of $702 million and $1,880 million for the three and nine months 
ended September 30, 2007 increased $40 million and $162 million, respectively, compared to the same 
periods in 2006.  
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Pipelines 
 
The Pipelines business generated net earnings and comparable earnings of $163 million in third 
quarter 2007, an increase of $33 million compared to $130 million in third quarter 2006. 
 
Net earnings for the nine months ended September 30, 2007 were $484 million compared to $434 
million for the same period in 2006. Excluding the $18-million Mirant settlement in first quarter 
2006 and the $13-million gain on the sale of TransCanada’s interest in Northern Border Partner’s L.P. 
in second quarter 2006, comparable earnings increased $81 million compared to 2006. 
 
Pipelines Results-at-a-Glance
(unaudited)
(millions of dollars) 2007 2006 2007 2006


Wholly Owned Pipelines
  Canadian Mainline 69                  59                      201                179                  
  Alberta System 32                  35                      97                  102                  
  ANR (1) 19                  69                  
  GTN 10                12                    26                  39                  


  Foothills (2) 6                    7                        20                  21                    


136                113                    413                341                  
Other Pipelines


  Great Lakes (3) 11                  10                      36                  33                    
  Iroquois 3                    4                        11                  11                    
  Portland 1                    6                        7                    10                    
  PipeLines LP (4) 8                    (1)                       14                  3                      
  Ventures LP 3                    3                        9                    9                      
  TQM 2                    2                        5                    5                      
  TransGas 2                    3                        10                  8                      
  Gas Pacifico/INNERGY -                     1                        2                    5                      
  Tamazunchale 2                    7                    
  Northern Development (1)                   (1)                       (3)                   (3)                     
  General, administrative, support costs and other (4)                   (10)                     (27)                 (19)                   


27                  17                      71                  62                    
Comparable earnings 163                130                    484                403                  
  Bankruptcy settlement with Mirant -                     -                         -                     18                    
  Gain on sale of Northern Border Partners, L.P. interest -                     -                         -                     13                    


Net Earnings 163                130                    484                434                  


(1) ANR's results include operations since February 22, 2007.
(2) Foothills' results reflect the combined operations of Foothills and the BC System. Effective April 1, 2007, Foothills and BC System
    were integrated.
(3) Great Lakes' results reflect TransCanada's 53.55 per cent ownership in Great Lakes since February 22, 2007 and 50 per cent


    ownership prior to that date.
(4) PipeLines LP's results include TransCanada's effective ownership of an additional 15 per cent in Great Lakes as a result of 


   TransCanada's 32.1 per cent interest in PipeLines LP since February 22, 2007. 


Nine months ended September 30Three months ended September 30
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Wholly Owned Pipelines 
 
Canadian Mainline's net earnings increased $10 million and $22 million for the three and nine months 
ended September 30, 2007, respectively, compared to the corresponding periods in 2006. These 
increases reflect the impact of a five-year tolls settlement (the Settlement) with interested stakeholders 
effective January 1, 2007 to December 31, 2011 on the Canadian Mainline. The Settlement was approved 
by the NEB in May 2007 and included an increase in the deemed common equity ratio from 36 per cent 
to 40 per cent. 
 
As a result of the Settlement, Canadian Mainline’s net earnings for the three and nine months ended 
September 30, 2007 increased due to the higher deemed common equity ratio compared to the same 
period in the prior year. In addition, Canadian Mainline’s net earnings were positively impacted by 
certain performance-based incentive arrangements and operations, maintenance and administrative 
cost savings. Partially offsetting these increases were the negative impacts of a lower rate of return on 
common equity (ROE) of 8.46 per cent in 2007 (8.88 per cent in 2006) and a lower average investment 
base. 
 
The Alberta System’s net earnings decreased $3 million and $5 million for the three and nine months 
ended September 30, 2007, respectively, compared to the same periods in 2006. The decreases were 
primarily due to a lower investment base and a lower ROE in 2007. Earnings in 2007 reflect an ROE of 
8.51 per cent compared to an ROE of 8.93 per cent in 2006, both on a deemed common equity ratio of 
35 per cent. 
 
For the three and nine months ended September 30, 2007, ANR’s net earnings were $19 million and 
$69 million, respectively, which are generally in line with the Company’s expectations. TransCanada 
completed the acquisition of ANR on February 22, 2007 and included its net earnings from this date. 
ANR’s revenues are primarily derived from its interstate natural gas transmission, storage, gathering 
and related services. Due to the seasonal nature of the business, ANR’s volumes, revenues and net 
earnings are generally expected to be higher in the winter months. 
 
GTN’s net earnings for the three and nine months ended September 30, 2007 decreased $2 million and 
$13 million, respectively, from the same periods in 2006 primarily due to lower operating revenues in 
2007 as a result of lower volumes contracted on a long-term firm basis and a higher provision taken in 
2007 for non-payment of contract transportation revenues from a subsidiary of Calpine Corporation 
that filed for bankruptcy protection. Pending resolution of GTN’s current rate case filing, GTN is 
recording its 2007 revenues at 2006 rates. As a result, GTN has been recording a provision for rate 
refund equal to the difference in transportation revenue based on GTN’s interim 2007 rates and the 
rates that were in effect in 2006. 
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Operating Statistics 


Nine months ended September 30 ANR (3) (4)


(unaudited) 2007 2006 2007 2006 2007 2007 2006 2007 2006
Average investment base
($ millions) 7,323  7,450 4,236 4,293 n/a n/a n/a 824     856  
Delivery volumes (Bcf)
    Total 2,359  2,209 2,994 3,033 829 600 592  1,058  1,051
    Average per day 8.6      8.1    11.0   11.1  3.8 2.2  2.2   3.9      3.9   


(1) Canadian Mainline deliveries originating at the Alberta border and in Saskatchewan for the nine months ended 
    September 30, 2007 were 1,655 Bcf (2006 - 1,694 Bcf); average per day was 6.1 Bcf (2006 - 6.2 Bcf).
(2) Field receipt volumes for the Alberta System for the nine months ended September 30, 2007 were 3,064 Bcf (2006 - 
    3,133 Bcf); average per day was 11.2 Bcf (2006 - 11.5 Bcf).
(3) ANR and the Gas Transmission Northwest System results are not impacted by current average investment base as these 
   systems operate under a fixed rate model approved by the U.S. Federal Energy Regulatory Commission (FERC).
(4) ANR includes results of pipeline operations since February 22, 2007.
(5) Foothills reflects the combined operations of Foothills and the BC System. Effective April 1, 2007, Foothills and BC
   System were integrated.


      Foothills (5)Mainline(1)


Gas 


Canadian Northwest
Transmission


Alberta


System(2) System(3)


 
 
Other Pipelines 
 
TransCanada’s proportionate share of net earnings from Other Pipelines was $27 million for the three 
months ended September 30, 2007 compared to $17 million for the same period in 2006. The increase is 
primarily due to increased earnings from PipeLines LP and lower project development costs. PipeLines 
LP’s earnings increased primarily due to TransCanada’s increased partnership interest and PipeLines 
LP’s acquisition of a 46.45 per cent interest in Great Lakes on February 22, 2007, as well as an 
adjustment recorded in third quarter 2007 related to TransCanada’s increased ownership. Project 
development costs decreased due to the timing of costs incurred relative to the same period last year and 
the capitalization of project costs related to the Keystone oil pipeline extension in third quarter 2007. 
Net earnings also increased in third quarter 2007 due to earnings from Tamazunchale, which 
commenced operations in December 2006. These increases were partially offset by decreased earnings 
from Portland, in comparison to the prior year, due to a bankruptcy settlement received in 2006. 
 
Net earnings for the nine months ended September 30, 2007 were $71 million compared to $62 million 
in the same period in 2006. Net earnings increased in 2007 primarily due to increased earnings from 
Tamazunchale and PipeLines LP, as discussed above, partially offset by higher project development and 
support costs related to growing the Pipelines business. 
 
The Company is currently evaluating the impact of Mexico’s Corporate Flat Rate Tax legislation, which 
passed into law on October 1, 2007. The Company anticipates that the legislation will not have a 
material impact on its financial statements. 
 
As at September 30, 2007, TransCanada had advanced $135 million to the Aboriginal Pipeline Group 
with respect to the Mackenzie Gas Pipeline Project (MGP) and had capitalized $204 million related to 
the Keystone oil pipeline. 
 
TransCanada and its co-venturers on the MGP continue to pursue the development of the project, 
focusing on the regulatory process and discussions with the Canadian federal government on fiscal 
framework. Project timing is uncertain and is conditional upon regulatory and fiscal matters. 
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TransCanada’s ability to recover its investment remains dependent on the successful outcome of the 
project. 
 
Energy 
 
Energy’s net earnings of $156 million in third quarter 2007 increased $33 million compared to $123 
million in third quarter 2006.  
 
Energy’s net earnings for the nine months ended September 30, 2007 of $356 million increased $36 
million compared to $320 million for the same period in 2006. Excluding the $4 million of income tax 
adjustments in 2007 and $23 million of income tax adjustments in 2006, Energy’s comparable earnings 
for the nine months ended September 30, 2007 increased $55 million.  
 
 
Energy Results-at-a-Glance
(unaudited)
(millions of dollars) 2007 2006 2007 2006
Bruce Power 64                   72                    124                176                  
Western Power Operations 120                 84                    250                188                  
Eastern Power Operations 52                   40                    189                132                  
Natural Gas Storage 39                   24                    89                 63                    
General, administrative, support costs and other (38)                  (35)                   (113)              (100)                 


Operating income 237                 185                  539                459                  
Financial charges (6)                    (5)                     (16)                (17)                   
Interest income and other 2                     2                      8                   5                      
Income taxes (77)                  (59)                   (179)              (150)                 
Comparable Earnings                  156                   123                 352                   297 


  Income tax adjustments                     -                        -                       4                     23 
Net earnings                 156                  123                356                   320 


Nine months ended September 30Three months ended September 30
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Bruce Power 


Bruce Power Results-at-a-Glance(1)


(unaudited) 2007 2006 2007 2006
Bruce Power (100 per cent basis)
(millions of dollars)


Revenues 
      Power 517                 478                   1,427            1,396            
      Other (2) 35                 15                   85                 43               


552               493                 1,512            1,439          
Operating expenses 
      Operations and maintenance (239)              (210)                (793)              (656)            
      Fuel (23)                (26)                  (76)                (68)              
      Supplemental rent (43)                (42)                  (128)              (127)            
      Depreciation and amortization (43)                (34)                  (115)              (99)              


(348)              (312)                (1,112)           (950)            
Operating Income 204               181                 400               489             


TransCanada's proportionate share 69                 69                   137               170             
Adjustments (5)                  3                     (13)                6                 
TransCanada's operating income from 
  Bruce Power 64                 72                   124               176             


Bruce Power - Other Information
Plant availability 
   Bruce A 79% 86% 81% 76%
   Bruce B 96% 92% 88% 94%
   Combined Bruce Power 90% 90% 86% 88%
Sales volumes (GWh) (3)


   Bruce A - 100 per cent 2,610            2,850              7,930            7,440          
   Bruce B - 100 per cent 6,820            6,540              18,620          19,790        
   Combined Bruce Power - 100 per cent 9,430            9,390              26,550          27,230        
   TransCanada's proportionate share 3,427            3,448              9,747            9,848          
Results per MWh (4)


Bruce A power revenues $60 $59 $59 $58
Bruce B power revenues $53 $48 $52 $49
Combined Bruce Power revenues $55 $51 $54 $51
Combined Bruce Power fuel $3 $3 $3 $2
Combined Bruce Power operating expenses (5) $36 $32 $41 $34


Percentage of output sold to spot market 52% 33% 45% 37%


(1) All information in the table includes adjustments to eliminate the effects of inter-partnership transactions between Bruce A and Bruce B. 
(2) Includes fuel cost recoveries for Bruce A of $9 million and $26 million for the three and nine months ended September 30, 2007, 
    respectively ($9 million and $19 million for the three and nine months ended September 30, 2006, respectively). Includes changes in fair 
    value of held-for-trading derivatives of $18 million and $36 million for the three and nine months ended September 30, 2007, 
    respectively (nil for each of the three and nine months ended September 30, 2006).
(3) Gigawatt hours.
(4) Megawatt hours.
(5) Net of fuel cost recoveries.


Nine months ended September 30Three months ended September 30
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TransCanada’s operating income of $64 million from its investment in Bruce Power decreased $8 
million in third quarter 2007 compared to third quarter 2006 primarily due to higher post-employment 
benefit and other employee-related costs, higher costs associated with planned and unplanned outages 
(mainly at Bruce A), and lower positive purchase price amortizations related to the expiry of power 
sales agreements. These impacts were partially offset by higher revenues resulting primarily from 
higher realized prices.  
 
TransCanada’s share of Bruce Power’s generation for third quarter 2007 of 3,427 GWh is consistent 
with third quarter 2006 generation of 3,448 GWh. Bruce Power prices achieved during third quarter 
2007 (excluding other revenues) were $55 per MWh compared to $51 per MWh in third quarter 2006.  
Bruce Power’s combined operating expenses (net of fuel cost recoveries) in third quarter 2007 
increased to $36 per MWh from $32 per MWh in third quarter 2006 which, consistent with the 
nine-months results, was primarily due to higher employee-related and planned outage costs, and 
slightly lower output. 
 
Approximately 25 reactor days of planned maintenance outages as well as approximately 12 reactor 
days of unplanned outages occurred on the six operating units in third quarter 2007.  In third quarter 
2006, Bruce Power experienced approximately 22 reactor days of planned maintenance outages and 20 
reactor days of unplanned outages.  The Bruce Power units ran at a combined average availability of 90 
per cent in both third quarter 2007 and 2006. 
 
TransCanada’s operating income from its investment in Bruce Power for the nine months ended 
September 30, 2007 was $124 million compared to $176 million for the same period in 2006.  The 
decrease of $52 million was primarily due to higher post-employment benefit and other 
employee-related costs, reduced output, higher costs associated with planned and unplanned outages, 
and lower positive purchase price amortizations related to the expiry of power sales agreements. 
Partially offsetting these decreases was the impact of higher realized prices. 
 
The overall plant availability percentage in 2007 is expected to be in the low 90s for the four Bruce B 
units and in the high 70s for the two operating Bruce A units. Two planned outages were scheduled for 
Bruce A Unit 3 in 2007. The first planned one month outage was completed in May. A second outage 
that began late in third quarter 2007 is expected to last approximately one and a half months. Similarly, 
there were two planned outages for Bruce A Unit 4 in 2007, one completed in April and a second one 
completed in September. A planned two and a half month maintenance outage for Bruce B Unit 6 was 
completed in April. 
 
Income from Bruce B is directly impacted by the fluctuations in wholesale spot market prices for 
electricity. Net earnings from both Bruce A and Bruce B units are impacted by overall plant availability, 
which in turn is impacted by scheduled and unscheduled maintenance. As a result of a contract with 
the Ontario Power Authority (OPA), all of the output from Bruce A in third quarter 2007 was sold at a 
fixed price of $59.69 per MWh (before recovery of fuel costs from the OPA) compared to $58.63 per 
MWh for third quarter 2006. Sales from the Bruce B Units 5 to 8 were subject to a floor price of $46.82 
per MWh in third quarter 2007 and $45.99 per MWh in third quarter 2006. Both the Bruce A and 
Bruce B reference prices are adjusted annually for inflation on April 1. In first quarter 2007, the Bruce A 
fixed price was $58.63 per MWh (2006 - $57.37 per MWh) and the Bruce B floor price was $45.99 per 
MWh (2006 - $45.00 per MWh). Payments received pursuant to the Bruce B floor price mechanism are 
subject to a recapture payment dependent on annual spot prices over the term of the contract.  Bruce B 
net earnings do not include any amounts received under this floor price mechanism to date. To further 
reduce its exposure to spot market prices, Bruce B has entered into fixed price sales contracts to sell 
forward approximately 2,500 GWh of output for the remainder of 2007 and 8,600 GWh for 2008. 
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The capital cost of Bruce A’s revised four-unit, seven-year restart and refurbishment project is expected 
to total approximately $5.25 billion, with TransCanada’s share being approximately $2.6 billion. As at 
September 30, 2007, Bruce A had incurred capital costs of $1.8 billion with respect to the revised restart 
and refurbishment project. 
 
Western Power Operations 
 


(unaudited)
2007 2006 2007 2006


Revenues
   Power 325             311                832            807             
   Other (1) 22               32                  71              134             


347             343                903            941             
Commodity purchases resold
   Power (172)            (194)               (486)           (534)            
   Other (2) (18)              (27)                 (53)             (103)            


(190)            (221)               (539)           (637)            


Plant operating costs and other (32)                (32)                   (100)            (100)              
Depreciation (5)                (6)                   (14)             (16)              


Operating income 120               84                    250             188               


(1) Other revenue includes Cancarb Thermax and natural gas sold. 
(2) Other cost of sales includes the cost of natural gas sold.
   


(unaudited)
(GWh) 2007 2006 2007 2006
Supply
  Generation 560             599                1,683         1,622          
  Purchased 
    Sundance A & B and Sheerness PPAs 2,860          3,283             8,990         9,520          
    Other purchases 362             455                1,227         1,460          


3,782          4,337             11,900       12,602        
Sales
  Contracted 2,845          3,261             9,354         9,236          
  Spot 937             1,076             2,546         3,366          


3,782          4,337             11,900       12,602        


Western Power Operations Results-at-a-Glance 


Western Power Operations Sales Volumes 
 Nine months ended September 30


(millions of dollars) 
Three months ended September 30


Three months ended September 30


Nine months ended September 30


 
 
Western Power Operations’ operating income of $120 million in third quarter 2007 increased $36 
million compared to $84 million in third quarter 2006. This increase was primarily due to increased 
margins from the Alberta power purchase arrangements (PPA) resulting from higher overall realized 
power prices and lower PPA costs, partially offset by lower volumes. Higher prices were realized despite 
a three per cent decrease in average Alberta spot market prices, due to recontracting at higher prices. 
Western Power Operations’ strategy is to reduce its exposure to lower spot market prices by contracting 
the majority of volumes and selling fewer volumes into the spot market. 
 
Purchased volumes of 2,860 GWh in third quarter 2007 decreased 423 GWh compared to third quarter 
2006 primarily due to a planned outage at the Sundance B facility. 
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Western Power Operations manages the sale of its supply volumes on a portfolio basis. A portion of its 
supply is held for sale in the spot market for operational reasons and the amount of supply volumes 
eventually sold into the spot market is dependent upon the ability to transact in forward sales markets at 
acceptable contract terms. This approach to portfolio management assists in minimizing costs in 
situations where Western Power Operations would otherwise have to purchase electricity in the open 
market to fulfill its contractual sales obligations. Consistent with third quarter 2006, approximately 25 
per cent of power sales volumes were sold into the spot market in third quarter 2007.  To reduce its 
exposure to spot market prices on uncontracted volumes, as at September 30, 2007, Western Power 
Operations had fixed-price power sales contracts to sell approximately 2,600 GWh for the remainder of 
2007 and 7,600 GWh for 2008. 
 
Western Power Operations’ operating income for the nine months ended September 30, 2007 increased 
$62 million to $250 million compared to the same period in 2006.  This increase was primarily due to 
higher overall realized power prices and lower PPA costs. 
 
Eastern Power Operations 
 


(unaudited)
2007 2006 2007 2006


Revenue
   Power 392             192               1,135            527             
   Other (2) 39               49                 186               224             


431             241               1,321            751             
Commodity purchases resold
   Power (226)              (94)                  (586)              (284)              
   Other (2) (38)              (47)                (163)             (196)            


(264)            (141)              (749)             (480)            


Plant operating costs and other (103)              (53)                  (347)              (118)              
Depreciation (12)              (7)                  (36)               (21)              


Operating income 52                 40                   189                132               


(1) Includes Bécancour and Baie-des-Sables effective September 17, 2006 and November 21, 2006, respectively.
(2) Other includes natural gas.


Nine months ended September 30
Eastern Power Operations Results-at-a-Glance (1)


(millions of dollars) 
Three months ended September 30


 
 
 


(unaudited)
(GWh) 2007 2006 2007 2006
Supply
  Generation 1,915          1,039            5,966            2,693          
  Purchased 2,087          934               5,175            2,331          


4,002          1,973            11,141         5,024          
Sales
  Contracted 3,913          1,829            10,707         4,715          
  Spot 89               144               434               309             


4,002          1,973            11,141         5,024          


(1) Includes Bécancour and Baie-des-Sables effective September 17, 2006 and November 21, 2006, respectively.


Nine months ended September 30
Eastern Power Operations Sales Volumes (1)


Three months ended September 30
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Eastern Power Operations’ operating income of $52 million and $189 million for the three and nine 
months ended September 30, 2007, respectively, increased $12 million and $57 million, compared to the 
same periods in 2006.  The increase was primarily due to incremental income earned in 2007 from the 
startup of the 550 MW Bécancour cogeneration plant in September 2006 and payments received under 
the newly designed forward capacity market in New England, partially offset by decreased generation 
from the TC Hydro facilities resulting from reduced water flows. 
 
Generation volumes in third quarter 2007 of 1,915 GWh increased 876 GWh compared to 1,039 GWh 
generated in third quarter 2006 primarily due to the placing into service of the Bécancour facility, 
partially offset by decreased output from the TC Hydro generation assets resulting from reduced water 
flows. 
 
Eastern Power Operations’ power revenues of $392 million increased $200 million in third quarter 
2007, compared to third quarter 2006, primarily due to the placing into service of the Bécancour and 
Baie-des-Sables facilities, increased sales volumes to commercial and industrial customers, and revenue 
received under the newly designed forward capacity market in New England. Power commodity 
purchases resold of $226 million and purchased power volumes of 2,087 GWh were significantly higher 
in third quarter 2007, compared to third quarter 2006, primarily due to the impact of increased 
purchases to supply increased sales volumes to wholesale, commercial and industrial customers. Plant 
operating costs and other of $103 million, which includes fuel gas consumed in generation, increased in 
third quarter 2007 from the prior year primarily as a result of the startup of the Bécancour facility. 
 
In third quarter 2007, approximately two per cent of power sales volumes were sold into the spot market 
compared to approximately seven per cent in third quarter 2006.  Eastern Power Operations is focused 
on selling the majority of its power under contract to wholesale, commercial and industrial customers, 
while managing a portfolio of power supplies sourced from its own generation and wholesale power 
purchases. To reduce its exposure to spot market prices, as at September 30, 2007, Eastern Power 
Operations entered into fixed price power sales contracts to sell approximately 4,000 GWh for the 
remainder of 2007 and 12,400 GWh for 2008, although certain contracted volumes are dependent on 
customer usage levels. 
 
Power Plant Availability 
 


Weighted Average Power Plant Availability (1)


(unaudited) 2007 2006 2007 2006
Bruce Power 90% 90% 86% 88%
Western Power Operations 91% 94% 93% 86%
Eastern Power Operations (2) 99% 98% 97% 97%
All plants, excluding Bruce Power 97% 97% 95% 94%
All plants 94% 93% 92% 90%


(1) Plant availability represents the percentage of time in the period that the plant is available to generate power, whether actually
    running or not and is reduced by planned and unplanned outages.
(2) Eastern Power Operations includes Bécancour and Baie-des-Sables effective September 17, 2006 and November 21, 2006, 


    respectively.


Three months ended September 30 Nine months ended September 30


 
Natural Gas Storage 
 
Natural Gas Storage operating income of $39 million in third quarter 2007 increased $15 million 
compared to $24 million in third quarter 2006. Natural Gas Storage operating income of $89 million for 
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the nine months ended September 30, 2007 increased $26 million compared to $63 million for the same 
period in 2006. These increases were primarily due to incremental income earned in 2007 from the 
startup of the Edson facility in December 2006. 
 
TransCanada manages its natural gas storage assets’ exposure to seasonal natural gas price spreads by 
hedging storage capacity with a portfolio of third party storage capacity leases and proprietary natural 
gas purchases and sales. Earnings from third party storage capacity leases are recognized evenly over the 
term of the lease. Earnings for proprietary natural gas sales, exclusive of unrealized gains or losses from 
changes in fair value, are recognized when the natural gas is sold which typically occurs during the 
winter withdrawal season. 
 
The change in the fair value of the proprietary forward purchase and sale contracts was primarily offset 
by the change in the fair value of the related inventory.  The net change in the fair values of the 
proprietary natural gas storage inventory and forward contracts included in income in third quarter 
2007 was not significant. 
 
General, Administrative and Support Costs 
 
General, administrative and support costs of $38 million and $113 million for the three and nine 
months ended September 30, 2007, respectively, increased $3 million and $13 million, compared to the 
same periods in 2006. The increases were primarily due to higher business development costs associated 
with growing the Energy business.  
 
As at September 30, 2007, TransCanada had capitalized $37 million related to the Broadwater liquefied 
natural gas project. 
 
Corporate 
 
Corporate net earnings for the three months ended September 30, 2007 were $5 million compared to 
$40 million for the same period in 2006. Corporate’s net earnings decreased due to $15 million of 
favourable income tax reassessments and associated interest income in 2007 relating to prior years, 
compared to a $50-million income tax benefit in 2006 arising from a resolution of certain income tax 
matters with taxation authorities and changes in estimates. Gains on derivatives used to manage the 
Company’s exposure to foreign exchange rate fluctuations and the impact of positive tax rate 
differentials were offset by higher financial charges, primarily as a result of financing the ANR and Great 
Lakes acquisitions. Corporate’s comparable expenses were $10 million in each of third quarter 2007 and 
2006, which excludes the $15-million and $50-million income tax reassessments and adjustments. 
 
Net earnings from Corporate for the nine months ended September 30, 2007 and 2006 were $6 million 
and $28 million, respectively. Corporate’s earnings decreased for the same reasons discussed above, as 
well as income tax reassessments and adjustments of $42 million and $60 million for the nine months 
ended September 30, 2007 and 2006, respectively. Corporate’s comparable expenses were $36 million 
and $32 million for the nine months ended September 30, 2007 and 2006, respectively. Comparable 
expenses excluded the $42-million and $60-million favourable income tax reassessments and 
adjustments.  
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Liquidity and Capital Resources 
 
Funds Generated from Operations


(unaudited)
(millions of dollars) 2007 2006 2007 2006
Cash Flows
  Funds generated from operations (1) 702               662                1,880             1,718             
  Decrease/(increase) in operating working capital 132               (43)                 261                (136)               
  Net cash provided by operations 834               619                2,141             1,582             


Three months ended September 30 Nine months ended September 30


 
(1)  For further discussion on funds generated from operations refer to the Non-GAAP Measures section in this MD&A. 
 
Net cash provided by operations increased $215 million and $559 million in the three and nine months 
ended September 30, 2007, respectively, compared to the same periods in 2006. The increase in net cash 
provided by operations was primarily due to an increase in funds generated from operations and a 
decrease in operating working capital. Funds generated from operations were $702 million and $1.9 
billion for the three and nine months ended September 30, 2007, respectively, compared to $662 million 
and $1.7 billion for the same periods in 2006.  These increases were mainly due to an increase in cash 
generated through earnings.  
 
TransCanada expects that its ability to generate adequate amounts of cash in the short and long term, 
when needed, and to maintain financial capacity and flexibility to provide for planned growth remains 
substantially unchanged since December 31, 2006. 
 
Investing Activities 
 
Acquisitions, net of cash acquired, for the nine months ended September 30, 2007 were $4.2 billion 
primarily due to the acquisition of ANR and the additional 3.55 per cent interest in Great Lakes for 
approximately US$3.4 billion, including US$491 million of assumed long-term debt. TransCanada 
began consolidating ANR and Great Lakes in the Pipelines segment subsequent to the acquisition date 
of February 22, 2007. The acquisition was financed with a combination of proceeds from an equity 
offering of the Company, cash on hand and funds drawn on loan facilities. Acquisitions also include 
PipeLines LP’s acquisition of a 46.45 per cent interest in Great Lakes for approximately US$942 million, 
including US$209 million of assumed long-term debt. The acquisition was financed with debt facilities 
and a private placement offering of PipeLines LP units, which included a US$312-million investment 
by TransCanada. 
 
Acquisitions for nine months ended September 30, 2006 were $358 million and related to the purchase 
of an additional 20 per cent general partnership interest in Northern Border Pipeline Company by 
PipeLines LP. 
 
For the three and nine months ended September 30, 2007, capital expenditures totalled $364 million 
(2006 - $372 million) and $1.1 billion (2006 - $1.0 billion), respectively, and primarily related to the 
restart and refurbishment of Bruce A Units 1 and 2, the construction of new power plants in Energy and 
capital expenditures in Pipelines. 
 
In the nine months ended September 30, 2006, disposition of assets, net of current income tax, 
generated $23 million related to the sale of TransCanada’s 17.5 per cent general partner interest in 
Northern Border Partners, L.P.   
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Financing Activities 
 
TransCanada retired $64 million and $859 million of long-term debt in the three and nine months 
ended September 30, 2007, respectively ($4 million and $352 million for the three and nine months 
ended September 30, 2006, respectively) and issued $5 million and $2.6 billion of long-term debt and 
junior subordinated notes for the three and nine months ended September 30, 2007, respectively (nil 
and $1.3 billion for the three and nine months ended September 30, 2006, respectively). TransCanada’s 
notes payable increased $293 million and $554 million in the three and nine months ended September 
30, 2007, respectively, compared to an increase of $4 million and a decrease of $449 million for the three 
and nine months ended September 30, 2006, respectively. The Company redeemed $488 million of 
preferred securities in third quarter 2007. 
 
On October 5, 2007, TransCanada issued US$1.0 billion of senior unsecured notes (Notes). The Notes 
mature on October 15, 2037 and bear interest at a rate of 6.20 per cent. The effective interest rate at 
issuance was 6.30 per cent. The Notes were issued under a debt shelf prospectus in the U.S., filed in 
September 2007, which qualifies for issuance US$2.5 billion of debt securities, and replaced the US$1.5 
billion debt shelf prospectus filed in March 2007. Prior to being replaced, the Company had issued 
US$1.0 billion of debt securities under the March 2007 U.S. debt shelf prospectus.  
 
In July 2007, TransCanada redeemed, at par, all of the outstanding US$460 million 8.25 per cent 
preferred securities due 2047. The redemption occurred as a result of the five-year tolls settlement 
reached on the Canadian Mainline. 
 
In April 2007, TransCanada issued US$1.0 billion of Junior Subordinated Notes (Junior Notes) 
maturing in 2067 and bearing interest of 6.35 per cent per year until May 15, 2017 at which time the 
interest on the Junior Notes will convert to a floating rate, reset quarterly to the three-month London 
Interbank Offered Rate (LIBOR) plus 221 basis points. The Junior Notes remained outstanding at 
September 30, 2007 and had an effective interest rate of 6.51 per cent. TransCanada has the option to 
defer payment of interest for one or more periods of up to ten years without giving rise to an event of 
default and without permitting acceleration of payment under the terms of the Junior Notes. If this were 
to occur, the Company would be prohibited from paying dividends during the deferral period. The 
Junior Notes are subordinated in right of payment to existing and future senior indebtedness and are 
effectively subordinated to all indebtedness and obligations of TCPL. The Junior Notes are callable at 
TransCanada’s option at any time on or after May 15, 2017 at 100 per cent of the principal amount of 
the Junior Notes plus accrued and unpaid interest to the date of redemption. Upon the occurrence of 
certain events, the Junior Notes are callable earlier at TransCanada’s option, in whole or in part, at an 
amount equal to the greater of 100 per cent of the principal amount of the Junior Notes plus accrued 
and unpaid interest to the date of redemption or at an amount determined by formula in accordance 
with the terms of the Junior Notes. 
 
In April 2007, Northern Border established a US$250 million five-year bank facility. A portion of the 
bank facility was drawn to refinance US$150 million of senior notes that matured on May 1, 2007, with 
the balance available to fund Northern Border’s ongoing operations.  
 
In March 2007, the Company filed debt shelf prospectuses in Canada and the U.S. qualifying for 
issuance $1.5 billion of medium-term notes and US$1.5 billion of debt securities, respectively. At 
September 30, 2007, the Company had issued no medium-term notes under the Canadian prospectus 
and had replaced the March 2007 U.S. debt shelf prospectus with a new US$2.5 billion U.S. debt shelf 
prospectus, as described above. 
 
In March 2007, ANR Pipeline Company voluntarily withdrew from the New York Stock Exchange the 
listing of its 9.625 per cent Debentures due 2021, 7.375 per cent Debentures due 2024, and 7.0 per cent 
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Debentures due 2025.  With the delisting, which became effective April 12, 2007, ANR Pipeline 
Company deregistered these securities from registration with the SEC. 
 
In February 2007, the Company executed an agreement for a US$2.2-billion, committed, unsecured, 
one-year bridge loan facility with a floating interest rate based on the one-month LIBOR plus 25 basis 
points. The Company utilized $1.5 billion and US$700 million from this facility to partially finance the 
ANR and Great Lakes acquisition. At September 30, 2007, the Company had an outstanding balance of 
US$400 million on this facility. The undrawn balance of this facility has been cancelled and is no longer 
available to the Company. 
 
In February 2007, the Company established a US$1.0-billion committed, unsecured credit facility, 
consisting of a US$700-million five-year term loan and a US$300-million five-year, extendible revolving 
facility. A floating interest rate based on the three-month LIBOR plus 22.5 basis points is charged on the 
balance outstanding and a facility fee of 7.5 basis points is charged on the entire facility. The Company 
utilized US$1.0 billion from this facility and an additional US$100 million from an existing demand line 
to partially finance the ANR acquisition as well as its additional investment in PipeLines LP. At 
September 30, 2007, the Company had an outstanding balance of US$700 million on the credit facility and had 
repaid the demand line.  
 
In February 2007, PipeLines LP increased the size of its syndicated revolving credit and term loan facility 
in connection with its Great Lakes acquisition. The amount available under the facility increased from 
US$410 million to US$950 million, consisting of a US$700-million senior term loan and a 
US$250-million senior revolving credit facility, with US$194 million of the senior term loan amount 
available being terminated upon closing of the Great Lakes acquisition. At September 30, 2007, US$517 
million was outstanding under this facility. A floating interest rate based on the three-month LIBOR 
plus 55 basis points is charged on the senior term loan and a floating interest rate based on the 
one-month LIBOR plus 35 basis points is charged on the senior revolving credit facility. A facility fee of 
10 basis points is charged on the US$250 million senior revolving credit facility. The weighted average 
interest rate at September 30, 2007 was 6.16 per cent. 
 
In January 2007, TransCanada filed a short form shelf prospectus with securities regulators in Canada 
and the U.S. to allow for the offering of up to $3.0 billion of common shares, preferred shares and/or 
subscription receipts in Canada and the U.S. until February 2009. As at September 30, 2007, the 
Company had issued 45,390,500 common shares at a price of $38.00 each, resulting in gross proceeds of 
approximately $1.725 billion under this shelf prospectus, which were used towards financing the 
acquisition of ANR and Great Lakes. 
 
Under its Dividend Reinvestment and Share Purchase Plan, TransCanada issued 1.4 million and 2.7 
million common shares in the three and nine months ended September 30, 2007, respectively, in lieu of 
making cash dividend payments of $53 million and $104 million, respectively. 
 
Dividends 
 
On October 29, 2007, TransCanada's Board of Directors declared a quarterly dividend of $0.34 per 
share for the quarter ending December 31, 2007 on the Company’s outstanding common shares. It is 
payable on January 31, 2008 to shareholders of record at the close of business on December 31, 2007. 
 
Directors also approved the issuance of common shares from treasury at a two per cent discount under 
TransCanada’s Dividend Reinvestment and Share Purchase Plan for the dividend payable January 31, 
2008. The Company reserves the right to alter the discount or return to purchasing shares on the open 
market at any time. 
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Changes in Accounting Policies 
 
The Company’s Accounting Policies have not changed materially from those described in 
TransCanada’s 2006 Annual Report and First and Second Quarter 2007 Quarterly Reports to 
Shareholders. 
 
Contractual Obligations 
 
As a result of TransCanada’s acquisition of ANR, Pipelines’ future purchase obligations, primarily 
consisting of operating lease and purchase obligations, increased $225 million at September 30, 2007, 
compared to December 31, 2006.  
 
The Company has entered into contracts to purchase pipe and supplies totalling approximately $2.3 
billion for construction of the Keystone oil pipeline and other pipeline projects. 
 
Other than the above-mentioned commitments and future debt and interest payments relating to debt 
issuances and redemptions discussed in the Financing Activities section of this MD&A, there have been 
no other material changes to TransCanada’s contractual obligations from December 31, 2006 to 
September 30, 2007, including payments due for the next five years and thereafter. For further 
information on these contractual obligations, refer to the MD&A in TransCanada’s 2006 Annual 
Report. 
 
Financial Instruments and Risk Management 
 
Energy Price, Interest Rate and Foreign Exchange Rate Risk Management 
 
The Company enters into various contracts to mitigate its exposure to fluctuations in commodity prices, 
interest rates and foreign exchange rates. The contracts generally consist of the following. 
 


• Forwards and futures contracts - contractual agreements to buy or sell a specific financial 
instrument or commodity at a specified price and date in the future. The Company enters into 
foreign exchange and commodity forwards and futures to mitigate volatility in foreign exchange 
rates and power and gas prices, respectively.  


 
• Swaps - contractual agreements between two parties to exchange streams of payments over time 


according to specified terms. The Company enters into interest rate, cross-currency and 
commodity swaps to mitigate changes in interest rates, foreign exchange rates and commodity 
prices, respectively.  


 
• Options - contractual agreements to convey the right, but not the obligation, for the purchaser 


either to buy or sell a specific amount of a financial instrument or commodity at a fixed price, 
either at a fixed date or at any time within a specified period. The Company enters into option 
agreements to mitigate changes in interest rates, foreign exchange rates and commodity prices.  


 
• Heat rate contracts - contracts for the sale or purchase of power that are priced based on a 


natural gas index. 
 
Energy Price Risk 
 
The Company is exposed to energy price movements as part of its normal business operations, 
particularly in relation to the prices of electricity and natural gas.  The primary risk is that market prices 
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for commodities will move adversely between the time that purchase and/or sales prices are fixed, 
potentially reducing expected margins.   
 
To manage exposure to price risk, subject to the Company’s overall risk management policies and 
procedures, the Company commits a significant portion of its supply to medium- to long-term sales 
contracts while reserving an amount of unsold supply to maintain flexibility in the overall management 
of its asset portfolio. The types of instruments used include forwards and futures contracts, swaps, 
options, and heat rate contracts.   
 
The Company continually assesses its power contracts and derivative instruments used to manage 
energy price risk. Contracts, with the exception of leases, have been assessed to determine whether they 
meet the definition of a derivative. Certain commodity purchase and sale contracts are derivatives but 
are not within the scope of the Canadian Institute of Chartered Accountants Handbook, Section 3855, 
as they were entered into and continue to be held for the purpose of receipt or delivery in accordance 
with the Company’s expected purchase, sale or usage requirements (normal purchases and sales 
exception). As well, certain contracts are not within the scope of Section 3855 as they are considered to 
be executory contracts or meet other exemption criteria. 
 
Natural Gas Inventory Price Risk 
 
Effective April 1, 2007, TransCanada began valuing its proprietary natural gas storage inventory at fair 
value, as measured by the one-month forward price for natural gas. In order to record inventory at fair 
value, TransCanada has designated its natural gas storage business as a broker/trader business that 
purchases and sells natural gas on a back-to-back basis. The Company did not have any proprietary 
natural gas inventory prior to April 1, 2007.  
 
The Company records its proprietary natural gas storage results in Revenues net of Commodity 
Purchases Resold. All changes in the fair value of the proprietary natural gas storage inventory are 
recorded in Inventories and Revenues. At September 30, 2007, $81 million of proprietary natural gas 
storage inventory was included in Inventories, which included $25 million related to changes in fair 
value of the proprietary natural gas storage inventory. Revenues included unrealized pre-tax losses 
related to the change in fair value of the proprietary natural gas storage inventory for the three and nine 
months ended September 30, 2007 of $2 million and $25 million, respectively. These losses were 
essentially offset by the change in fair value of the forward proprietary natural gas purchase and sale 
contracts.  
 
TransCanada manages its exposure to seasonal gas price spreads in its natural gas storage business by 
hedging storage capacity with a portfolio of third party storage capacity leases and proprietary natural 
gas purchases and sales. By matching purchase and sale volumes, TransCanada locks in a margin and 
effectively eliminates its exposure to the price movements of natural gas. 
 
Interest Rate Risk 
 
The Company has fixed interest rate long-term debt, which subjects the Company to interest rate 
price risk, and has floating interest rate long-term debt, which subjects the Company to interest rate 
cash flow risk. To manage its exposure to these risks, the Company uses a combination of interest-rate 
swaps, forwards and options. 
 
Investments in Foreign Operations 
 
The Company hedges its net investment in self-sustaining foreign operations with U.S. 
dollar-denominated debt, cross-currency swaps, forward exchange contracts and options. At September 
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30, 2007, the Company had designated U.S. dollar-denominated debt with a carrying value of $3.8 
billion (US$3.8 billion) and a fair value of $3.9 billion (US$3.9 billion) as a portion of this hedge and 
swaps, forwards and options with a fair value of $81 million (US$81 million) as net investment hedges. 
 


Asset/(Liability) 
(millions of dollars)


Notional or Notional or
Fair Principal Fair Principal


Value(1) Amount Value(1) Amount 
Derivative financial Instruments in hedging relationships
U.S. dollar cross-currency swaps


(maturing 2009 to 2014) 74            U.S. 350 58              U.S. 400
U.S. dollar forward foreign exchange contracts


(maturing 2007 ) 3              U.S. 100 (7)               U.S. 390
U.S. dollar options


(maturing 2007 ) 4              U.S. 100 (6)               U.S. 500


81            U.S. 550 45              U.S. 1,290


(1) Fair values are equal to carrying values.


Derivatives Hedging Net Investment in Foreign Operations


September 30, 2007 December 31, 2006


 
 
Fair Values 
 
Fair values of financial instruments are determined by reference to quoted bid or asking price, as 
appropriate, in active markets. In the absence of an active market, the Company determines fair value 
by using valuation techniques that refer to observable market data or estimated market prices. These 
include comparisons with similar instruments where market observable prices exist, option pricing 
models and other valuation techniques commonly used by market participants. Fair values determined 
using valuation models require the use of assumptions concerning the amount and timing of estimated 
future cash flows and discount rates. In determining those assumptions, the Company looks primarily 
to external readily observable market input factors such as interest rate yield curves, currency rates, and 
price and rate volatilities as applicable. 
 
Realized and Unrealized Gains and Losses 
 
At September 30, 2007, there were unrealized gains from unsettled derivative financial instruments of 
$172 million (December 31, 2006 - $41 million) included in Other Current Assets and $129 million 
(December 31, 2006 - $39 million) included in Other Assets. At September 30, 2007, there were 
unrealized losses from unsettled derivative financial instruments of $189 million (December 31, 2006 - 
$144 million) included in Accounts Payable and $239 million (December 31, 2006 - $158 million) 
included in Deferred Amounts. For the three and nine months ended September 30, 2007, Net Income 
included $35 million and $50 million, respectively, of realized gains from settled derivative financial 
instruments. For the three and nine months ended September 30, 2007, Net Income included $5 million 
and $21 million, respectively, of unrealized gains from unsettled derivative financial instruments. 
 
Risk Related to Environmental Regulations 
 
Effective July 1, 2007, industrial facilities in Alberta emitting more than 100,000 tonnes of carbon 
dioxide equivalent are required to reduce their greenhouse gas (GHG) emissions intensities by 12 per 
cent under the Specified Gas Emitters Regulation. Emitters have until March 31, 2008 to submit third 
party verified reports that establish how they have met their compliance obligations. Compliance 
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options include acquisition of Alberta-based offsets (emissions reductions from uncapped sources); 
installation of capital or implementation of processes that result in decreases in emissions intensities; 
purchase of compliance instruments from other capped entities; and contributions to the Climate 
Change and Emissions Management Fund. TransCanada is currently assessing its options for meeting 
its compliance obligations under the Alberta regulation. 
 
TransCanada anticipates that costs associated with GHG reduction targets impacting the Alberta 
System will be recovered through future tolls paid by customers on the Alberta System. Recovery of 
GHG compliance costs related to the Company’s power facilities in Alberta is ultimately dependent 
upon market prices for electricity. These GHG changes may have an impact on these market prices.  
 
TransCanada continues to be engaged in policy discussions at all levels with provincial, state and federal 
governments. There are several processes taking place, including assessment of significant infrastructure 
requirements, further development of broad policy elements (for example, domestic offset systems and 
management of the federal technology fund) and submission of third party audited compliance reports. 
TransCanada is following developments in each of these processes. As provincial, state and federal 
government initiatives have the potential to significantly impact the energy industry, the Company 
continues to assess and monitor the implications to TransCanada’s businesses. 
 
Other Risks 
 
Additional risks faced by the Company are discussed in the MD&A in TransCanada’s 2006 Annual 
Report. TransCanada's market, financial and counterparty risks remain substantially unchanged since 
December 31, 2006.  
 
Controls and Procedures 
 
As of September 30, 2007, an evaluation was carried out under the supervision of, and with the 
participation of, management including the President and Chief Executive Officer and the Chief 
Financial Officer, of the effectiveness of TransCanada’s disclosure controls and procedures as defined 
under the rules adopted by the SEC. Based on that evaluation, the President and Chief Executive Officer 
and the Chief Financial Officer concluded that the design and operation of TransCanada’s disclosure 
controls and procedures were effective as at September 30, 2007. 
 
During the recent fiscal quarter, there have been no changes in TransCanada’s internal control over 
financial reporting that have materially affected, or are reasonably likely to materially affect, 
TransCanada’s internal control over financial reporting. With respect to the ANR acquisition 
completed in 2007, the Company expects to exclude ANR from its year-end assessment of internal 
controls over financial reporting. 
 
Significant Accounting Policies and Critical Accounting Estimates 
 
Since determining the value of certain assets, liabilities, revenues and expenses is dependent upon 
future events, the preparation of the Company's consolidated financial statements requires the use of 
estimates and assumptions, which have been made using careful judgment.   
 
TransCanada's significant accounting policies and critical accounting estimates are the use of regulatory 
accounting for the Company’s rate-regulated operations and the policies the Company adopts to 
account for derivatives and depreciation and amortization expense. Effective January 1, 2007, the 
Company adopted the new accounting standards for financial instruments and hedges. For further 
information on the Company’s accounting policies and estimates refer to the MD&A in TransCanada's 
2006 Annual Report and First and Second Quarter 2007 Quarterly Reports to Shareholders. 
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Outlook 
 
Since the disclosure in TransCanada’s 2006 Annual Report, the Company's outlook is relatively 
unchanged except for the $46 million of income tax adjustments recorded in 2007 and the positive 
impact of the Settlement on the Canadian Mainline. 
 
The recent strengthening of the Canadian dollar in relation to the U.S. dollar in 2007 is expected to have 
a negative foreign exchange impact on TransCanada’s net earnings from its U.S. operations. However, 
an offsetting positive impact is expected due to the Company’s continued management of this exposure 
with interest on U.S. dollar debt and derivative activities. For further information on outlook, refer to 
the MD&A in TransCanada’s 2006 Annual Report. 
 
TransCanada Corporation’s issuer rating assigned by Moody’s Investors Service (Moody’s) is A3 with a 
stable outlook. TCPL’s senior unsecured debt is rated A, with a stable outlook, by DBRS; A2, with a 
stable outlook, by Moody's; and A-, with a stable outlook, by Standard & Poor's. 
 
Other Recent Developments  
 
Pipelines 
 
Keystone Oil Pipeline 
 
On September 20, 2007, the Keystone oil pipeline project received NEB approval of its application to 
construct and operate the Canadian portion of the Keystone oil pipeline, including converting a portion 
of the Canadian Mainline to crude oil service from natural gas service. The NEB also approved the toll 
methodology and tariff for the Keystone oil pipeline. Keystone has also submitted applications for U.S. 
regulatory approvals at federal and state levels.  
 
TransCanada also intends to file an application with the NEB in November 2007 for additional 
pumping facilities required to expand Keystone from a nominal capacity of approximately 435,000 
barrels per day to 590,000 barrels per day. TransCanada has entered into or conditionally awarded 
contracts totalling approximately US$3.0 billion for major materials and pipeline construction 
contractors and is continuing to secure land access agreements. Based on the increased size and scope of 
the project and updated cost information for materials and labour, the total capital cost of Keystone has 
been revised to approximately US$5.2 billion. The Company expects to begin construction in the spring 
of 2008. 
 
North Baja 
 
On October 2, 2007, TransCanada’s North Baja pipeline received a certificate from the FERC 
authorizing it to expand and modify its existing system. The modification will facilitate the importation 
of regassified liquefied natural gas (LNG) from Mexico into the California and Arizona markets. The 
project will be completed in two phases. Phase I consists of minor modifications to the existing pipeline 
system to allow imported gas flows from an LNG terminal currently under construction in Mexico. This 
phase is expected to be completed and placed in service in early 2008. Phase II is expected to proceed 
following a capacity expansion of the LNG terminal and will require looping of much of the existing 
pipeline. Phase II is not expected to be placed in service earlier than 2011. 
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Alberta System 
 
On July 11, 2007, TransCanada applied to the Energy and Utilities Board (Alberta) (EUB) for approval 
to initiate negotiations with respect to the Alberta System revenue requirement, or components of the 
revenue requirement, with the intent of reaching a settlement for a term of up to three years 
commencing January 1, 2008. On July 31, 2007, the EUB approved this request and TransCanada began 
negotiations with stakeholders in September 2007, which are ongoing. Concurrently, the Company is 
preparing to file a 2008 General Rate Application with the EUB in fourth quarter 2007. 
 
In July 2007, the EUB approved an application for approval to construct approximately $300 million of 
new facilities on the Alberta System to initially serve the growing demand for natural gas in the Fort 
McMurray region of Alberta. 
 
TransCanada Coordinated Non-Binding Open Season 
 
On October 10, 2007, TransCanada announced a Non-Binding Open Season for firm transportation 
services on the Canadian Mainline System. The open season, which runs to December 10, 2007, is 
occurring concurrently with separate non-binding open seasons that are offered by ANR, Great Lakes 
and Portland. These open seasons are seeking expressions of interest to transport gas between emerging 
North American supply sources, including the Rockies Express Pipeline, Michigan storage sites and 
market areas served by these pipelines.  
 
TQM Facilities to Cacouna 
 
In August 2007, TQM filed a preliminary information package with the NEB and the Canadian 
Environmental Assessment Agency with respect to construction of facilities required to connect the 
proposed LNG terminal at Gros Cacouna to the existing TQM system near Québec City. TransCanada 
and TQM are expected to file applications with the NEB by the end of 2007 for approval to construct 
facilities required to connect the proposed LNG terminal to the existing TQM and Canadian Mainline 
infrastructure. 
 
TQM Settlement / General Rate Application 
 
Settlement negotiations for TQM’s 2007 revenue requirement, which commenced in the summer of 
2006, have not resulted in a successful resolution to date. The preparation of a General Rate Application 
for 2007 and 2008 is ongoing and the Company expects to file the application with the NEB in 
November 2007. 
 
Palomar 
 
Palomar, a newly formed 50/50 joint venture between TransCanada and Northwest Natural Gas 
Company (NW Natural), is proposing to build a pipeline from GTN’s mainline in central Oregon to 
connect with NW Natural’s pipeline southeast of Portland, Oregon. In August 2007, Palomar initiated 
the "pre-filing" process with the FERC. This process allows for consultation with U.S. state and federal 
agencies about the proposed route of the pipeline, prior to formally filing with the FERC for a 
Certificate of Public Convenience and Necessity, which is expected to occur in the second quarter of 
2008. 
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Energy 
 
Bruce Power Restart and Refurbishment 
 
On August 29, 2007, Bruce Power and the OPA amended their existing Bruce A agreement to expand 
the scope of the Bruce A Restart and Refurbishment project by installing 480 new fuel channels in Unit 
4. By replacing the fuel channels in Unit 4, Bruce Power will extend the expected operational life of the 
750 MW unit from 2017 to 2036. Under this revised plan, Bruce Power expects to invest an additional 
$1 billion, resulting in a total investment in the restart and refurbishment program of approximately 
$5.25 billion. TransCanada’s share is expected to be approximately $2.6 billion. Under the revised 
agreement, the OPA may elect to proceed with a three unit restart program prior to April 1, 2008 under 
certain conditions. Those conditions include the OPA determining that there will be insufficient 
transmission to accommodate all eight Bruce units by mid 2013. 
 
Cartier Wind Project 
 
In September 2007, Cartier Wind Energy Inc. (Cartier) received environmental approval to build its 
proposed $170-million Carleton wind farm on the Gaspé Peninsula of Québec. This approval allows 
Cartier to begin construction once all other permits are obtained. The 109.5 MW Carleton wind farm is 
the third project to be developed as a result of Hydro-Québec's first wind energy call for tenders in 2004. 
The Cartier projects represent an investment of more than $1.1 billion in 740 MW of electricity 
generation in the province of Québec. TransCanada has a 62 per cent ownership in Cartier. 
 
Construction continues on the 100.5 MW Anse á Valleau wind farm and remains on schedule for 
completion by December 2007. 
 
Cacouna Energy 
 
On September 26, 2007, the Cacouna Energy project announced that the planned in-service date for the 
regassification terminal will be delayed from 2010 to 2012. Reasons for the delay include a need to assess 
the potential impacts of permit conditions, to review the facility design due to escalating costs and to 
coordinate terminal start-up with pipeline construction and the availability of LNG supply. 
 
Kibby Wind Power Project 
 
In October 2007, a Land Use Regulatory Commission Hearing concluded in Maine for the Kibby Wind 
Power Project, a proposed wind farm along Kibby Mountain and Kibby Range in the Boundary 
Mountains of Maine. The Kibby Wind Power Project includes 44 wind turbines and would be capable 
of producing approximately 132 MW of electricity. Subject to receipt of U.S. federal and state approvals, 
construction of the new facilities could begin in early 2008. 
 
Belle Plaine Polygeneration Project 
 
On October 5, 2007, TransCanada announced that the Company and the Government of Saskatchewan 
will each provide up to $26 million for the engineering design of a proposed polygeneration plant near 
Belle Plaine, Saskatchewan. The plant, which would be owned and operated by TransCanada, would use 
petroleum coke as feedstock to produce hydrogen, nitrogen, steam and carbon dioxide for fertilizer 
production and enhanced oil recovery, and to generate approximately 300 MW of electricity. The 
process would combine gassification and cogeneration technologies in a large industrial complex that 
would produce very low emissions, including significant capture and sequestration of carbon dioxide. 
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Under the agreement with the Government of Saskatchewan, TransCanada is obligated to repay the $26 
million provided by the Government of Saskatchewan if the project proceeds. If the project does not 
proceed, the loan is not repayable. The project has a targeted in-service date of 2013. 
 
Share Information 
 
As at September 30, 2007, TransCanada had 537,761,544 issued and outstanding common shares. In 
addition, there were 9,211,600 outstanding options to purchase common shares, of which 6,695,845 
were exercisable as at September 30, 2007. 
 
Selected Quarterly Consolidated Financial Data(1) 
 
(unaudited) 2005
(millions of dollars except per share amounts) Third Second First Fourth Third Second First Fourth


Revenues 2,210   2,212 2,249 2,091 1,850   1,685    1,894    1,771   
Net Income


Continuing operations 324      257   265    269    293      244       245       350      
Discontinued operations -       -        -         -         -            -            28         -          


324      257   265    269    293      244       273       350      


Share Statistics
Net income per share - Basic


Continuing operations $0.60 $ 0.48 $   0.52 0.55$  0.60$    0.50$    0.50$    0.72$    
Discontinued operations           -          -           -   -         -       -            0.06      -          


$0.60 $ 0.48 $   0.52 0.55$  0.60$    0.50$    0.56$    0.72$    


Net income per share - Diluted
Continuing operations 0.60$    $ 0.48 $   0.52 0.54$  0.60$    0.50$    0.50$    0.71$    
Discontinued operations -              -           -   -         -       -            0.06      -          


0.60$    $ 0.48 $   0.52 0.54$  0.60$    0.50$    0.56$    0.71$    


Dividend declared per common share 0.34$     0.34$  0.34$   0.32$   0.32$     0.32$    0.32$     0.305$   


(1) The selected quarterly consolidated financial data has been prepared in accordance with Canadian GAAP. Certain comparative 


    figures have been reclassified to conform with the current year's presentation. 


20062007


 
Factors Impacting Quarterly Financial Information 
 
In Pipelines, which consists primarily of the Company's investments in regulated pipelines and 
regulated natural gas storage facilities, annual revenues and net earnings fluctuate over the long 
term based on regulators' decisions and negotiated settlements with shippers. Generally, 
quarter-over-quarter revenues and net earnings during any particular fiscal year remain relatively stable 
with fluctuations resulting from adjustments being recorded due to regulatory decisions and 
negotiated settlements with shippers, seasonal fluctuations in short-term throughput on U.S. pipelines 
and items outside of the normal course of operations. 
 
In Energy, which consists primarily of the Company’s investments in electrical power generation plants 
and non-regulated natural gas storage facilities, quarter-over-quarter revenues and net earnings are 
affected by seasonal weather conditions, customer demand, market prices, planned and unplanned 
plant outages as well as items outside of the normal course of operations. 
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Significant items which impacted the last eight quarters' net earnings are as follows. 
 


• In fourth quarter 2005, net earnings included a $115-million after-tax gain on the sale of P.T. 
Paiton Energy Company. In addition, Bruce A was formed and Bruce Power’s results were 
proportionately consolidated, effective October 31, 2005. 


 
• In first quarter 2006, net earnings included an $18-million after-tax bankruptcy claim settlement 


from a former shipper on the Gas Transmission Northwest System. In addition, Energy’s net 
earnings included contributions from the December 31, 2005 acquisition of the 756 MW 
Sheerness PPA. 


 
• In second quarter 2006, net earnings included $33 million of future income tax benefits ($23 


million in Energy and $10 million in Corporate) as a result of reductions in Canadian federal 
and provincial corporate income tax rates.  Pipelines’ net earnings included a $13-million 
after-tax gain related to the sale of the Company’s general partner interest in Northern Border 
Partners, L.P.  


 
• In third quarter 2006, net earnings included an income tax benefit of $50 million on the 


resolution of certain income tax matters with taxation authorities and changes in estimates. 
Energy’s net earnings included earnings from Bécancour, which came in service September 17, 
2006. 


 
• In fourth quarter 2006, net earnings included $12 million related to income tax refunds and 


related interest. 
 


• In first quarter 2007, net earnings included $15 million related to positive income tax 
adjustments. In addition, Pipelines’ net earnings included contributions from the February 22, 
2007 acquisition of ANR and additional interests in Great Lakes. Energy’s net earnings included 
earnings from the Edson natural gas facility, which was placed in service on December 31, 2006. 


 
• In second quarter 2007, net earnings included $16 million ($12 million in Corporate and $4 


million in Energy) related to positive income tax adjustments resulting from changes in 
Canadian federal income tax legislation. Pipeline’s net earnings increased as a result of a 
settlement reached on the Canadian Mainline, which was approved by the NEB in May 2007. 


 
• In third quarter 2007, net earnings included $15 million of favourable income tax reassessments 


and associated interest income relating to prior years.  
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Consolidated Income 
 


(unaudited)
(millions of dollars except per share amounts) 2007 2006 2007 2006


Revenues 2,210             1,850              6,671          5,429                 


Operating Expenses
Plant operating costs and other 739              593               2,232          1,696               
Commodity purchases resold 476              382               1,579          1,224               
Depreciation 298              264               888             787                  


1,513           1,239            4,699          3,707               
697                611                 1,972          1,722                 


Other Expenses/(Income)
Financial charges 247              203               748             612                  
Financial charges of joint ventures 17                22                 57               67                    
Income from equity investments (2)                 (4)                  (13)             (28)                   
Interest income and other (43)               (32)                (111)           (96)                   
Gain on sale of Northern Border Partners, L.P. interest -                   -                    -                 (23)                   


219              189               681             532                  


Income from Continuing Operations before Income 
   Taxes and Non-Controlling Interests 478                422                 1,291          1,190                 


Income Taxes
Current 83                31                 347             278                  
Future 51                75                 30               71                    


134              106               377             349                  


Non-Controlling Interests
Preferred share dividends of subsidiary 6                  6                   17               17                    
Non-controlling interest in PipeLines LP 13                11                 44               32                    
Other 1                  6                   7                10                    


20                23                 68               59                    


Net Income from Continuing Operations 324              293               846             782                  
Net Income from Discontinued Operations -                   -                    -                 28                    
Net Income 324              293               846             810                  


Net Income Per Share
Continuing operations $0.60 $0.60 $1.60 $1.60
Discontinued operations -                     -                  -                   0.06


Basic $0.60 $0.60 $1.60 $1.66
Diluted $0.60 $0.60 $1.60 $1.65


Average Shares Outstanding - Basic (millions) 537 488 527 488


Average Shares Outstanding - Diluted (millions) 540 490 530 490


See accompanying notes to the consolidated financial statements.


Three months ended September 30 Nine months ended September 30
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Consolidated Cash Flows 
 


(unaudited)
(millions of dollars) 2007 2006 2007 2006


Cash Generated From Operations
Net income 324           293                      846           810                    
Depreciation 298           264                      888           787                    
Income from equity investments in excess of distributions 
   received (1)             (1)                         (6)              (8)                       
Future income taxes 51             75                        30             71                      
Non-controlling interests 20             23                        68             59                      
Funding of employee future benefits lower than/(in excess of) 
   expense 3              (2)                                      18                       (17)
Gain on sale of Northern Border Partners, L.P. interest, net of 
   current income tax -               -                            -               (11)                     
Other 7              10                        36             27                      


702           662                      1,880        1,718                 
Decrease/(increase) in operating working capital 132           (43)                       261           (136)                   
Net cash provided by operations 834           619                      2,141        1,582                 


Investing Activities
Capital expenditures (364)         (372)                     (1,056)       (1,002)                
Acquisitions, net of cash acquired 2              -                            (4,222)       (358)                   
Disposition of assets, net of current income taxes -               -                            -               23                      
Deferred amounts and other (126)         (47)                       (274)          (63)                     
Net cash used in investing activities (488)         (419)                     (5,552)       (1,400)                


Financing Activities
Dividends on common shares (183)         (156)                     (521)          (461)                   
Distributions paid to non-controlling interests (23)           (16)                       (68)            (47)                     
Notes payable issued/(repaid), net 293           4                          554           (449)                   
Long-term debt issued 5              -                            1,456        1,250                 
Reduction of long-term debt (64)           (4)                         (859)          (352)                   
Long-term debt of joint ventures issued 12             14                        122           38                      
Reduction of long-term debt of joint ventures (20)           (27)                       (139)          (48)                     
Junior subordinated notes issued -               -                            1,107        -                         
Preferred securities redeemed (488)         -                            (488)          -                         
Partnership units of subsidiary issued -               -                            348           -                         
Common shares issued 53             12                        1,801        25                      
Net cash (used in)/provided by financing activities (415)         (173)                     3,313        (44)                     


Effect of Foreign Exchange Rate Changes on Cash 
   and Short-Term Investments (16)           1                          (46)            (8)                       


(Decrease)/Increase in Cash and Short-Term Investments (85)           28                        (144)          130                    


Cash and Short-Term Investments
Beginning of period 340           314                      399           212                    


Cash and Short-Term Investments
End of period 255           342                      255           342                    


Supplementary Cash Flow Information
Income taxes paid 93             87                        305           455                    
Interest paid 290           195                      832           629                    


See accompanying notes to the consolidated financial statements.  


Three months ended September 30 Nine months ended September 30
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Consolidated Balance Sheet 
 


(unaudited) September 30, December 31,
(millions of dollars) 2007 2006


ASSETS
Current Assets
Cash and short-term investments 255                           399                             
Accounts receivable 1,008                        1,004                          
Inventories 426                           392                             
Other 238                           297                             


1,927                        2,092                          
Long-Term Investments 68                             71                               
Plant, Property and Equipment 23,296                     21,487                        
Goodwill 2,517                        281                             
Other Assets 2,022                        1,978                          


29,830                     25,909                        


LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities
Notes payable 1,021                        467                             
Accounts payable 1,708                        1,500                          
Accrued interest 291                           264                             
Current portion of long-term debt 706                           616                             
Current portion of long-term debt of joint ventures 27                             142                             


3,753                        2,989                          
Deferred Amounts 1,107                        1,029                          
Future Income Taxes 1,250                        876                             
Long-Term Debt 11,374                     10,887                        
Long-Term Debt of Joint Ventures 880                           1,136                          
Junior Subordinated Notes 983                           -                              
Preferred Securities -                            536                             


19,347                     17,453                        
Non-Controlling Interests
Preferred shares of subsidiary 389                           389                             
Non-controlling interest in PipeLines LP 540                           287                             
Other 68                             79                               


997                           755                             
Shareholders' Equity
Common shares 6,595                        4,794                          
Contributed surplus 276                           273                             
Retained earnings 3,026                        2,724                          
Accumulated other comprehensive loss (411)                          (90)                              


2,615                        2,634                          
9,486                        7,701                          


29,830                     25,909                        


See accompanying notes to the consolidated financial statements.
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Consolidated Comprehensive Income 
 


(unaudited)
(millions of dollars) 2007 2006 2007 2006
Net income 324         293            846 810
Other comprehensive income/(loss), net of tax
  Change in foreign currency translation gains and losses on
     investments in foreign operations (1)          (121)                                -             (342)                            (30)
  Change in gains and losses on hedges of investments 
     in foreign operations (2)             22                                  1              77                             25 
  Change in gains and losses on derivative instruments 
     designated as cash flow hedges (3)             41                                -                  4                              -   
  Reclassification to net income of gains and losses on derivative  
     instruments designated as cash flow hedges pertaining to 
     prior periods (4)             16                                -                36                              -   
  Other comprehensive (loss)/income for the period (42)          1                                          (225) (5)                            
Comprehensive income for the period 282         294            621 805


(1) Net of income tax expense of $39 million and $95 million for the three and nine months ended September 30, 2007, respectively (2006 - $nil and 
    $22 million expense, respectively).
(2) Net of income tax expense of $12 million and $40 million for the three and nine months ended September 30, 2007, respectively (2006 - 
    $1 million expense and $13 million expense, respectively).
(3) Net of income tax expense of $13 million and $3 million for the three and nine months ended September 30, 2007, respectively.
(4) Net of income tax expense of $14 million and $19 million for the three and nine months ended September 30, 2007, respectively.


See accompanying notes to the consolidated financial statements.


Three months ended September 30 Nine months ended September 30
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Consolidated Shareholders’ Equity 
 


Nine months ended September 30
(unaudited)
(millions of dollars) 2007 2006
Common Shares
  Balance at beginning of period 4,794 4,755
  Proceeds from shares issued under public offering (1) 1,683             -             
  Shares issued under dividend reinvestment plan 104                -             
  Proceeds from shares issued on exercise of stock options 14                  25
  Balance at end of period 6,595             4,780          


Contributed Surplus
  Balance at beginning of period 273                272             
  Issuance of stock options 3                    1                 
  Balance at end of period 276                273             


Retained Earnings
  Balance at beginning of period 2,724             2,269          
  Transition adjustment resulting from adopting new financial 
    instruments accounting standards 4                    -             
  Net income 846                810             
  Common share dividends (548)               (468)           
  Balance at end of period 3,026             2,611          


Accumulated Other Comprehensive Loss, net of income taxes
  Balance at beginning of period (90)                 (90)             
  Transition adjustment resulting from adopting new financial instruments 
    accounting standards (96)                                  -   
  Other comprehensive loss (225)                                (5)
  Balance at end of period (411)               (95)             
Total Shareholders' Equity 9,486 7,569


(1) Net of underwriting commissions and future income taxes.


See accompanying notes to the consolidated financial statements.
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Accumulated Other Comprehensive Loss 
 


(unaudited)                                                                                                    
(millions of dollars)


Currency 
Translation 
Adjustment


Cash Flow 
Hedges Total


Balance at December 31, 2006 (90)                                 -           (90)
Transition adjustment resulting from adopting new financial instruments standards                    -                 (96)         (96)
Change in foreign currency translation gains and losses on investments in 
  foreign operations (1) (342)                               -         (342)
Change in gains and losses on hedge of investments in foreign operations (2) 77                                  -            77 
Change in gains and losses on derivative instruments designated as cash flow
  hedges (3)                    -                    4            4 
Reclassification to net income of gains and losses on derivative instruments
  designated as cash flow hedges pertaining to prior periods (4) (5)                    -                  36          36 
Balance at September 30, 2007 (355)               (56)             (411)     


Balance at December 31, 2005 (90)                                   -   (90)        
Change in foreign currency translation gains and losses on investments in 
  foreign operations (1) (30)                                   -   (30)        
Change in gains and losses on hedge of investments in foreign operations (2) 25                                    -   25         
Balance at September 30, 2006 (95)                                   -   (95)        


(1) Net of income tax expense of $95 million for the nine months ended September 30, 2007 (2006 -  $22 million expense). 
(2) Net of income tax expense of $40 million for the nine months ended September 30, 2007 (2006 -  $13 million expense).
(3) Net of income tax expense of $3 million for the nine months ended September 30, 2007.
(4) Net of income tax expense of $19 million for the nine months ended September 30, 2007.
(5) During the next 12 months, the Company expects to reclassify to net income an estimated $105 million ($71 million after tax) of net 
     losses reported in accumulated other comprehensive income for cash flow hedges.


See accompanying notes to the consolidated financial statements.
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Notes to Consolidated Financial Statements 
(Unaudited) 


 
1. Significant Accounting Policies 
 
The consolidated financial statements of TransCanada Corporation (TransCanada or the Company) have been 
prepared in accordance with Canadian generally accepted accounting principles (GAAP). The accounting 
policies applied are consistent with those outlined in TransCanada's annual audited consolidated financial 
statements for the year ended December 31, 2006, except for the changes noted below. These consolidated 
financial statements reflect all normal recurring adjustments that are, in the opinion of management, 
necessary to present fairly the financial position and results of operations for the respective periods. These 
consolidated financial statements do not include all disclosures required in the annual financial statements 
and should be read in conjunction with the 2006 audited consolidated financial statements included in 
TransCanada’s 2006 Annual Report.  Amounts are stated in Canadian dollars unless otherwise indicated. 
Certain comparative figures have been reclassified to conform with current period’s presentation. 
 
In Pipelines, which consists primarily of the Company's investments in regulated pipelines and regulated 
natural gas storage facilities, annual revenues and net earnings fluctuate over the long term based on 
regulators' decisions and negotiated settlements with shippers. Generally, quarter-over-quarter revenues and 
net earnings during any particular fiscal year remain relatively stable with fluctuations resulting from 
adjustments being recorded due to regulatory decisions and negotiated settlements with shippers, seasonal 
fluctuations in short-term throughput on U.S. pipelines and items outside of the normal course of operations. 
 
In Energy, which consists primarily of the Company’s investments in electrical power generation plants and 
non-regulated natural gas storage facilities, quarter-over-quarter revenues and net earnings are affected by 
seasonal weather conditions, customer demand, market prices, planned and unplanned plant outages as well 
as items outside of the normal course of operations. 
 
Since a determination of the value of many assets, liabilities, revenues and expenses is dependent upon future 
events, the preparation of these consolidated financial statements requires the use of estimates and 
assumptions. In the opinion of Management, these consolidated financial statements have been properly 
prepared within reasonable limits of materiality and within the framework of the Company's significant 
accounting policies. 
 
 
2. Changes In Accounting Policies 
 
Changes in Second Quarter 2007 
 
Proprietary Natural Gas Storage Inventories and Revenue Recognition 
The new Canadian Institute of Chartered Accountants (CICA) Handbook accounting requirements for Section 
3031 “Inventories” will become effective January 1, 2008; however, the Company chose to adopt this 
standard as of April 1, 2007. Adjustments to the 2007 consolidated financial statements have been made in 
accordance with the transitional provisions for this new standard. 
 
Effective April 1, 2007, TransCanada began valuing its proprietary natural gas storage inventory at fair value, 
as measured by the one-month forward price for natural gas. In order to record inventory at fair value, 
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TransCanada has designated its natural gas storage business as a broker/trader business that purchases and 
sells natural gas on a back-to-back basis. The Company did not have any proprietary natural gas inventory 
prior to April 1, 2007.  
 
The Company records its proprietary natural gas storage results in Revenues net of Commodity Purchases 
Resold. All changes in the fair value of the proprietary natural gas storage inventory are recorded in 
Inventories and Revenues. At September 30, 2007, $81 million of proprietary natural gas storage inventory 
was included in Inventories, which included $25 million related to changes in fair value of the proprietary 
natural gas storage inventory. Revenues included unrealized pre-tax losses related to the change in fair value 
of the proprietary natural gas storage inventory for the three and nine months ended September 30, 2007 of 
$2 million and $25 million, respectively. These losses were essentially offset by the change in fair value of 
forward proprietary natural gas purchase and sale contracts.  
 
Changes in First Quarter 2007 
 
Effective January 1, 2007, the Company adopted the CICA Handbook accounting requirements for Section 
1506 “Accounting Changes”, Section 1530 “Comprehensive Income”, Section 3251 “Equity”, Section 3855 
“Financial Instruments – Recognition and Measurement”, Section 3861 “Financial Instruments – Disclosure 
and Presentation”, and Section 3865 “Hedges”. Adjustments to the consolidated financial statements for the 
first nine months in 2007 have been made in accordance with the transitional provisions for these new 
standards. 
 
Comprehensive Income and Equity 
The Company’s financial statements include statements of Consolidated Comprehensive Income and 
Accumulated Other Comprehensive Loss. In addition, as required by Section 3251, the Company now presents 
separately in its Consolidated Shareholders’ Equity the changes for each of its components of Shareholders’ 
Equity, including Accumulated Other Comprehensive Loss. 
 
Financial Instruments  
All financial instruments are included on the balance sheet initially at fair value. All derivatives, other than 
those that meet the normal purchases and sales exceptions or are not within the scope of GAAP, are also 
carried on the balance sheet at fair value. In general, financial assets are classified as held for trading, held to 
maturity, loans and receivables, or available for sale. In general, financial liabilities are classified as held for 
trading or other financial liabilities. Subsequent measurement and financial statement classification of 
changes in fair value are determined by classification of the instruments.  
 
Held-for-trading financial assets and liabilities consist of swaps, options, forwards and futures and are entered 
into with the intention of generating a profit. A financial asset or liability that does not meet this criteria may 
be designated as held for trading. TransCanada has not designated any financial assets or liabilities as held for 
trading. These financial instruments are initially accounted for at their fair value and changes to fair value are 
included in Revenues. Held-to-maturity financial assets are accounted for at their amortized cost using the 
effective interest method. The Company did not have any of these financial instruments at September 30, 2007. 
Loans and receivables include primarily trade accounts receivable and non-interest-bearing third party loans 
receivable and are accounted for at their amortized cost using the effective interest method. The 
available-for-sale classification includes non-derivative financial assets that are designated as available for 
sale or are not included in the other three classifications. These instruments are initially accounted for at their 
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fair value and changes to fair value are recorded through Other Comprehensive Income. Income earned from 
these assets is included in Interest Income and Other.  
 
Other financial liabilities not classified as held for trading are accounted for at their amortized cost, using the 
effective interest method. Interest expense is included in Financial Charges and Financial Charges of Joint 
Ventures. As part of the accounting for the Company’s regulated operations, gains or losses from the changes 
in the fair value of financial instruments within the regulated operations are included in regulatory assets or 
regulatory liabilities. 
 
Derivatives embedded in other financial instruments or contracts (the host instrument) are recorded as 
separate derivatives and are measured at fair value if the economic characteristics of the embedded derivative 
are not closely related to the host instrument, the terms of the embedded derivative are the same as those of 
a stand-alone derivative and the total contract is not held for trading or accounted for at fair value. Changes in 
fair value of the embedded derivative are included in Revenues. The Company used January 1, 2003 as the 
transition date for embedded derivatives. 
 
Transaction costs are incremental costs that are directly attributable to the acquisition, issue or disposal of a 
financial instrument. Effective January 1, 2007, the Company began offsetting long-term debt transaction 
costs against the associated debt and began amortizing these costs using the effective interest method. 
Previously, these costs were amortized on a straight-line basis over the life of the debt. There was no material 
effect on the Company’s financial statements as a result of this change in policy. In third quarter and the first 
nine months of 2007, the charge to Net Income for the amortization of transaction costs using the effective 
interest method was immaterial.  
 
Hedges 
Section 3865 specifies the circumstances under which hedge accounting is permissible, how hedge accounting 
may be performed and where the impacts should be recorded. The standard introduces three specific types of 
hedging relationships: fair value hedges, cash flow hedges and hedges of a net investment in self-sustaining 
foreign operations.   
 
As part of its asset and liability management, the Company uses derivatives for hedging positions to reduce its 
exposure to credit and market risk. The Company designates certain derivatives as hedges and prepares 
documentation at the inception of the hedging contract. The Company performs an assessment at inception 
and during the term of the contract to determine if the derivative used as a hedge is effective in offsetting the 
risks in the values or cash flows of the hedged financial instrument. All derivatives are initially recorded at fair 
value and adjusted to fair value at each reporting date.  
 
Fair value hedges primarily consist of interest rate swaps used to mitigate the effect of changes in the fair 
value of fixed-rate long-term financial instruments due to movements in market interest rates. Changes in the 
value of fair value hedges and the corresponding underlying transactions are recorded in Financial Charges 
and Interest Income and Other, for hedges of interest rates and foreign exchange rates, respectively. Any gains 
or losses arising from ineffectiveness are recognized immediately in income in the same financial category as 
the underlying transaction.  
 
The Company uses cash flow hedges for its anticipated transactions to reduce exposure to fluctuations in 
interest rates, foreign exchange rates and changes in commodity prices. The effective portion of changes in the 
value of cash flow hedges is recognized in Other Comprehensive Income. Ineffective portions and amounts 
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excluded from effectiveness testing of hedges are included in income in the same financial category as the 
underlying transaction. Gains or losses from cash flow hedges that have been included in Accumulated Other 
Comprehensive Loss are included in Net Income when the underlying transaction has occurred or becomes 
probable of not occurring. The maximum length of time the Company is hedging its exposure to variability in 
future cash flows is six years. 
 
The Company hedges its foreign currency exposure of investments in self-sustaining foreign operations with 
certain cross-currency swaps, forward exchange contracts and options. These financial instruments are 
adjusted to fair value and the effective portion of gains or losses associated with these adjustments are 
included in Other Comprehensive Income. In addition, the Company hedges its net investment with U.S. 
dollar-denominated debt, which is valued at period-end foreign exchange rates. Gains or losses arising from 
ineffective portions of the hedge are included in income. Gains or losses from these hedges that have been 
included in Accumulated Other Comprehensive Loss are reclassified to Net Income in the event the Company 
settles or otherwise reduces its investment. 
 
Net Effect of Accounting Policy Changes 
The net effect to the Company’s financial statements at January 1, 2007 resulting from the above-mentioned 
changes in accounting policies is as follows. 
 
Increases/(decreases)
(unaudited)
(millions of dollars)


Other current assets                      (127)
Other assets                      (203)
Accounts payable                        (29)
Deferred amounts                        (75)
Future income taxes (42)
Long-term debt                        (85)
Long-term debt of joint ventures                          (7)
Accumulated other comprehensive loss                      (186)
Foreign exchange adjustment                         90 
Retained earnings                           4  
 
 
Future Accounting Changes 
 
Section 1535 Capital Disclosures 
Effective for interim and annual financial statements for fiscal years beginning on or after October 1, 2007, the 
new CICA Handbook Section 1535 “Capital Disclosures” requires the disclosure of qualitative and 
quantitative information about the Company’s objectives, policies and processes for managing capital.  
 
Section 3862 Financial Instruments – Disclosures and Section 3863 –  
Financial Instruments – Presentation 
Effective for interim and annual financial statements for fiscal years beginning on or after October 1, 2007, the 
new CICA Handbook Sections 3862 and 3863 will replace Section 3861 to prescribe the requirements for 
presentation and disclosure of financial instruments. 
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3. Segmented Information 
 
Three months ended September 30         
(unaudited - millions of dollars) 2007 2006 2007 2006 2007 2006 2007 2006
Revenues 1,148   1,010 1,062  840    -        -        2,210  1,850 
Plant operating costs and other (422)     (351)   (315)   (240)   (2)      (2)      (739)    (593)   
Commodity purchases resold (6)         -         (470)   (382)   -        -        (476)    (382)   
Depreciation (258)     (231)   (40)     (33)     -        -        (298)    (264)   


462      428    237     185    (2)      (2)      697     611    
Financial charges and non-controlling interests (205)     (197)   -         -         (62)    (29)    (267)    (226)   
Financial charges of joint ventures (11)       (17)     (6)       (5)       -        -        (17)      (22)     
Income from equity investments 2          4        -         -         -        -        2         4        
Interest income and other 14        25      2         2        27     5       43       32      
Gain on sale of Northern Border Partners, L.P.
  interest -           -         -         -         -        -        -          -     
Income taxes (99)       (113)   (77)     (59)     42     66     (134)    (106)   
Income from Continuing Operations 163      130    156     123    5       40     324     293    
Income from Discontinued Operations -          -     
Net Income 324     293    


Nine months ended September 30
(unaudited - millions of dollars) 2007 2006 2007 2006 2007 2006 2007 2006
Revenues 3,500   2,956 3,171    2,473 -        -        6,671  5,429 
Plant operating costs and other (1,222)  (994)   (1,005)     (695) (5)      (7)      (2,232) (1,696)
Commodity purchases resold (71)       -         (1,508)  (1,224) -        -        (1,579) (1,224)
Depreciation (769)     (692)   (119)         (95) -        -        (888)    (787)   


1,438   1,270 539          459 (5)      (7)      1,972  1,722 
Financial charges and non-controlling interests (628)     (573)   1                 -   (189)  (98)    (816)    (671)   
Financial charges of joint ventures (40)       (50)     (17)     (17)     -        -        (57)      (67)     
Income from equity investments 13        28      -         -         -        -        13       28      
Interest income and other 32          59        8           5          71      32     111       96        
Gain on sale of Northern Border Partners, L.P.
  interest -           23      -         -         -        -        -          23      
Income taxes (331)     (323)   (175)   (127)   129   101   (377)    (349)   
Income from Continuing Operations 484      434    356     320    6       28     846     782    
Income from Discontinued Operations -          28      
Net Income 846     810    


Pipelines Energy TotalCorporate


TotalEnergyPipelines Corporate


 


 


Total Assets
(unaudited - millions of dollars) September 30, 2007 December 31, 2006
Pipelines 22,101                       18,320                       
Energy 6,761                         6,500                         
Corporate 968                            1,089                         


29,830                       25,909                        
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4. Acquisitions and Dispositions 
 
ANR and Great Lakes 
 
In February 2007, TransCanada acquired 100 per cent of American Natural Resources Company and ANR 
Storage Company (together ANR) and an additional 3.55 per cent interest in Great Lakes from El Paso 
Corporation for approximately US$3.4 billion, subject to certain post-closing adjustments, including US$491 
million of assumed long-term debt. The acquisition was accounted for using the purchase method of 
accounting. TransCanada began consolidating ANR and Great Lakes in the Pipelines segment subsequent to 
the acquisition date. The preliminary allocation of the purchase price at September 30, 2007 was as follows. 
 
Purchase Price Allocation
(unaudited)
(millions of US dollars) ANR Great Lakes Total
Current assets 251                              4 255            
Plant, property and equipment 1,874                         35 1,909         
Other non-current assets 83                               -   83              
Goodwill 1,776                         35 1,811         
Current liabilities (177)                            (3) (180)           
Long-term debt (475)                          (16) (491)           
Other non-current liabilities (447)                          (22) (469)           


2,885                         33 2,918          
 
A preliminary allocation of the purchase price has been made using fair values of the net assets at the date of 
acquisition. As ANR’s and Great Lakes’ tolls are subject to rate regulation based on historical costs, the 
regulated net assets, other than gas held for sale, were determined to have a fair value equal to their rate- 
regulated values. 
 
Goodwill will be evaluated on an annual basis for impairment. Factors that contributed to goodwill included 
the opportunity to expand in the U.S. market and gaining a stronger competitive position in the North 
American gas transmission business. The goodwill recognized on this transaction is not amortizable for tax 
purposes. 
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PipeLines LP Acquisition of Great Lakes 
 
In February 2007, PipeLines LP acquired a 46.45 per cent interest in Great Lakes from El Paso Corporation for 
approximately US$942 million, subject to certain post-closing adjustments, including US$209 million of 
assumed long-term debt. The acquisition was accounted for using the purchase method of accounting. 
TransCanada began consolidating Great Lakes in the Pipelines segment subsequent to the acquisition date. 
The preliminary allocation of the purchase price at September 30, 2007 was as follows. 
 
Purchase Price Allocation
(unaudited)
(millions of US dollars)
Current assets               42 
Plant, property and equipment             465 
Other non-current assets                 1 
Goodwill             457 
Current liabilities             (23)
Long-term debt           (209)


             733  
 
A preliminary allocation of the purchase price has been made using fair values of the net assets at the date of 
acquisition. As Great Lakes’ tolls are subject to rate regulation based on historical costs, the regulated net 
assets were determined to have a fair value equal to their rate-regulated values. 
 
Goodwill will be evaluated on an annual basis for impairment. Factors that contributed to goodwill included 
the opportunity to expand in the U.S. market and gaining a stronger competitive position in the North 
American gas transmission business. The goodwill recognized on this transaction is amortizable for tax 
purposes.  
 
PipeLines LP 
 
In February 2007, PipeLines LP completed a private placement offering of 17,356,086 common units at a price 
of US$34.57 per unit, of which 50 per cent of the units were acquired by TransCanada for US$300 million. 
TransCanada also invested an additional US$12 million to maintain its general partnership ownership interest 
in PipeLines LP. As a result of these additional investments in PipeLines LP, TransCanada’s ownership in 
PipeLines LP increased to 32.1 per cent on February 22, 2007. The total private placement plus TransCanada’s 
additional investment resulted in gross proceeds to PipeLines LP of US$612 million, which were used to 
partially finance its Great Lakes acquisition.  
 
 
5. Notes Payable and Long-Term Debt 
 
On October 5, 2007, TransCanada issued US$1.0 billion of senior unsecured notes (Notes). The Notes mature 
on October 15, 2037 and bear interest at a rate of 6.20 per cent. The effective interest rate at issuance was 
6.30 per cent. The Notes were issued under a debt shelf prospectus in the U.S., filed in September 2007, which 
qualifies for issuance US$2.5 billion of debt securities, and replaced the US$1.5 billion debt shelf prospectus 
filed in March 2007. Prior to being replaced, the Company had issued US$1.0 billion of debt securities under 
the March 2007 U.S. debt shelf prospectus.  
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In April 2007, TransCanada issued US$1.0 billion of Junior Subordinated Notes (Junior Notes) maturing in 
2067 and bearing interest of 6.35 per cent per year until May 15, 2017 at which time the interest on the Junior 
Notes will convert to a floating rate, reset quarterly to the three-month London Interbank Offered Rate (LIBOR) 
plus 221 basis points. The Junior Notes remained outstanding at September 30, 2007 and had an effective 
interest rate of 6.51 per cent. TransCanada has the option to defer payment of interest for one or more periods 
of up to ten years without giving rise to an event of default and without permitting acceleration of payment 
under the terms of the Junior Notes. If this were to occur, the Company would be prohibited from paying 
dividends during the deferral period. The Junior Notes are subordinated in right of payment to existing and 
future senior indebtedness and are effectively subordinated to all indebtedness and obligations of TCPL. The 
Junior Notes are callable at TransCanada’s option at any time on or after May 15, 2017 at 100 per cent of the 
principal amount of the Junior Notes plus accrued and unpaid interest to the date of redemption. Upon the 
occurrence of certain events, the Junior Notes are callable earlier at TransCanada’s option, in whole or in part, 
at an amount equal to the greater of 100 per cent of the principal amount of the Junior Notes plus accrued and 
unpaid interest to the date of redemption or at an amount determined by formula in accordance with the 
terms of the Junior Notes. 
 
In April 2007, Northern Border established a US$250 million five-year bank facility. A portion of the bank 
facility was drawn to refinance US$150 million of senior notes that matured on May 1, 2007, with the balance 
available to fund Northern Border’s ongoing operations.  
 
In March 2007, the Company filed debt shelf prospectuses in Canada and the U.S. qualifying for issuance $1.5 
billion of medium-term notes and US$1.5 billion of debt securities, respectively. At September 30, 2007, the 
Company had issued no medium-term notes under the Canadian prospectus and had replaced the March 2007 
U.S. debt shelf prospectus with a new US$2.5 billion U.S. debt shelf prospectus, as described above. 
 
In March 2007, ANR Pipeline Company voluntarily withdrew from the New York Stock Exchange the listing of 
its 9.625 per cent Debentures due 2021, 7.375 per cent Debentures due 2024, and 7.0 per cent Debentures 
due 2025.  With the delisting, which became effective April 12, 2007, ANR Pipeline Company deregistered 
these securities from registration with the U.S. Securities Exchange Commission. 
 
In February 2007, the Company executed an agreement for a US$2.2-billion, committed, unsecured, one-year 
bridge loan facility with a floating interest rate based on the one-month LIBOR plus 25 basis points. The 
Company utilized $1.5 billion and US$700 million from this facility to partially finance the ANR and Great 
Lakes acquisition. At September 30, 2007, the Company had an outstanding balance of US$400 million on this 
facility. The undrawn balance of this facility has been cancelled and is no longer available to the Company. 
 
In February 2007, the Company established a US$1.0-billion committed, unsecured credit facility, consisting of 
a US$700-million five-year term loan and a US$300-million five-year, extendible revolving facility. A floating 
interest rate based on the three-month LIBOR plus 22.5 basis points is charged on the balance outstanding and 
a facility fee of 7.5 basis points is charged on the entire facility. The Company utilized US$1.0 billion from this 
facility and an additional US$100 million from an existing demand line to partially finance the ANR acquisition 
as well as its additional investment in PipeLines LP. At September 30, 2007, the Company had an outstanding 
balance of US$700 million on the credit facility and had repaid the demand line.  
 
In February 2007, PipeLines LP increased the size of its syndicated revolving credit and term loan facility in 
connection with its Great Lakes acquisition. The amount available under the facility increased from US$410 
million to US$950 million, consisting of a US$700-million senior term loan and a US$250-million senior 
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revolving credit facility, with US$194 million of the senior term loan amount available being terminated upon 
closing of the Great Lakes acquisition. At September 30, 2007, US$517 million was outstanding under this 
facility. A floating interest rate based on the three-month LIBOR plus 55 basis points is charged on the senior 
term loan and a floating interest rate based on the one-month LIBOR plus 35 basis points is charged on the 
senior revolving credit facility. A facility fee of 10 basis points is charged on the US$250 million senior 
revolving credit facility. The weighted average interest rate at September 30, 2007 was 6.16 per cent. 
 
 
6. Preferred Securities 
 
In July 2007, TransCanada redeemed, at par, all of the outstanding US$460 million 8.25 per cent Preferred 
Securities due 2047. The redemption occurred as a result of a five-year tolls settlement reached on the 
Canadian Mainline and crystallized a foreign exchange gain that will flow through to the Canadian Mainline’s 
customers. 
 
 
7. Share Capital 
 
In the nine months ended September 30, 2007, TransCanada issued 2.7 million common shares under its 
Dividend Reinvestment and Share Purchase Plan (DRP). In accordance with the DRP, dividends were paid with 
common shares issued from treasury instead of cash dividend payments totalling $104 million. 
 
In January 2007, TransCanada filed a short form shelf prospectus with securities regulators in Canada and the 
U.S. to allow for the offering of up to $3.0 billion of common shares, preferred shares and/or subscription 
receipts in Canada and the U.S. until February 2009. As at September 30, 2007, the Company had issued 
45,390,500 common shares at a price of $38.00 each, resulting in gross proceeds of approximately $1.725 
billion under this shelf prospectus, which were used towards financing the acquisition of ANR and Great 
Lakes. 
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8. Financial Instruments and Risk Management 
 
The fair values of non-derivative financial instruments at September 30, 2007 are as follows.  
 


(unaudited)
(millions of dollars) September 30, 2007


Fair
Value


Financial Assets (3)


Cash and cash equivalents (4) 255            
Loans and receivables (4) 1,172         
Available-for-sale assets 16              


1,443         


Financial Liabilities (5) (6)


Notes payable 1,021         
Trade and other payables 1,324         
Long-term debt 13,970       
Other long-term liabilities 65              


16,380       


(1) Net Income for the three months and nine months ended September 30, 2007 included an
unrealized gain or loss of nil for the fair value adjustments to these financial instruments.


    (2) Carrying value is not materially different from fair value, except for available-for-sale financial assets,
which have a carrying value equal to fair value.


(3) At September 30, 2007, Current Assets on the Consolidated Balance Sheet included financial assets of
$960 million in Accounts Receivable and $255 million in Cash and Cash Equivalents.  The
remainder of these financial assets were included in Other Assets.


(4) Recorded at cost.
(5) Recorded at amortized cost.
(6) At September 30, 2007, Current Liabilities on the Consolidated Balance Sheet included financial liabilities


of $1,313 million in Accounts Payable and $1,021 million in Notes Payable. Financial liabilities of $76
million were included in Deferred Amounts and $13,970 million were included in Long-Term Debt.


Non-Derivative Financial Instruments Summary (1)(2)
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The fair values of the Company's derivative financial instruments are as follows.


Derivative Financial Instruments Summary (1)


(unaudited)
(millions of dollars) September 30, 2007


Fair
Value


Derivative financial instruments held for trading 
Power derivatives-assets (2) 51               
Power derivatives-liabilities (2) (44)              
Natural gas derivatives-assets (3) 69               
Natural gas derivatives-liabilities (3) (29)              
Interest rate derivatives-assets (4) 20               
Interest rate derivatives-liabilities (4) (7)                
Foreign exchange derivatives-assets (4) 4                 
Foreign exchange derivatives-liabilities (4) (83)              


(19)                
Derivative financial instruments in hedging relationships (5)


Power derivatives-assets (6) 129             
Power derivatives-liabilities (6) (183)            
Natural gas derivatives-assets (6) 28               
Natural gas derivatives-liabilities (6) (9)                
Interest rate derivatives-assets (7) -              
Interest rate derivatives-liabilities (7) (4)                
Foreign exchange derivatives-assets (7) -              
Foreign exchange derivatives-liabilities (7) (69)              


(108)              


Total Derivative Financial Instruments (127)            


      (1) Fair value is equal to the carrying value of these derivatives except for derivatives used in the Company's regulatory 
    operations, which are carried at their regulatory values.
(2) Net Income for the three and nine months ended September 30, 2007 included unrealized gains of $4 million and $12 million,
    respectively, for the change in the fair value of held-for-trading power derivatives. Net Income for the three and nine
    months ended September 30, 2007 included realized gains of $2 million and $10 million, respectively, for held-for-trading
    power derivatives.
(3) Net Income for the three and nine months ended September 30, 2007 included unrealized gains of nil and  $7 million,
    respectively, for the change in the fair value of held-for-trading natural gas derivatives. Net Income for the three and nine
    months ended September 30, 2007 included realized losses of $23 million and $39 million, respectively, for held-for-trading
    natural gas derivatives.
(4) Net Income for the three and nine months ended September 30, 2007 included unrealized gains of $1 million and $2 million,
    respectively, for the change in the fair value of held-for-trading interest-rate and foreign exchange derivatives. Net Income
    for the three and nine months ended September 30, 2007 included realized gains of $15 million and $39 million, respectively,
    for held-for-trading interest-rate and foreign exchange derivatives.
(5) All hedging relationships are designated cash flow hedges except for $1 million of interest-rate derivative financial instruments
   designated as fair value hedges.


     (6) Net Income for the three and nine months ended September 30, 2007 included gains of $4 million and $6 million, respectively, 
       for the changes in fair value of power and natural gas cash flow hedges that were ineffective in offsetting  the change in fair
       value of their related underlyings. Net Income for the three and nine months ended September 30, 2007 included realized
       gains of $50 million and $45 million, respectively, for power cash flow hedges. Net Income for the three and nine months
       ended September 30, 2007 included realized losses of $10 million and $7 million, respectively, for natural gas cash flow hedges.  
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     (7) Net Income for the three and nine months ended September 30, 2007 included nil and a $4 million loss, respectively, for the
       change in fair value of interest-rate and foreign exchange cash flow hedges and fair value hedges that were ineffective in
       offsetting the change in fair value of their related underlyings. Net Income for the three and nine months ended 
       September 30, 2007 included realized gains of $1 million and $2 million, respectively, for interest-rate and foreign exchange 
       cash flow hedges.  
 
Unrealized Gains and Losses 
 
At September 30, 2007, there were unrealized gains from unsettled derivative financial instruments of $172 
million (December 31, 2006 - $41 million) included in Other Current Assets and $129 million (December 31, 
2006 - $39 million) included in Other Assets. At September 30, 2007, there were unrealized losses from 
unsettled derivative financial instruments of $189 million (December 31, 2006 - $144 million) included in 
Accounts Payable and $239 million (December 31, 2006 - $158 million) included in Deferred Amounts.  
 
At September 30, 2007, there were unrealized losses from the fair value adjustments of proprietary natural gas 
storage inventory of $25 million (December 31, 2006 – nil) included in Inventories. 
 
Energy Price, Interest Rate and Foreign Exchange Rate Risk Management 
 
The Company enters into various contracts to mitigate its exposure to fluctuations in commodity prices, 
interest rates and foreign exchange rates. The contracts generally consist of the following. 
 


• Forwards and futures contracts - contractual agreements to buy or sell a specific financial instrument 
or commodity at a specified price and date in the future. The Company enters into foreign exchange 
and commodity forwards and futures to mitigate volatility in foreign exchange rates and power and 
gas prices, respectively.  


 
• Swaps - contractual agreements between two parties to exchange streams of payments over time 


according to specified terms. The Company enters into interest rate, cross-currency and commodity 
swaps to mitigate changes in interest rates, foreign exchange rates and commodity prices, 
respectively.  


 
• Options - contractual agreements to convey the right, but not the obligation, for the purchaser either 


to buy or sell a specific amount of a financial instrument or commodity at a fixed price, either at a fixed 
date or at any time within a specified period. The Company enters into option agreements to mitigate 
changes in interest rates, foreign exchange rates and commodity prices.  


 
• Heat rate contracts - contracts for the sale or purchase of power that are priced based on a natural gas 


index. 
 
Energy Price Risk 
 
The Company is exposed to energy price movements as part of its normal business operations, particularly in 
relation to the prices of electricity and natural gas.  The primary risk is that market prices for commodities will 
move adversely between the time that purchase and/or sales prices are fixed, potentially reducing expected 
margins.   
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To manage exposure to price risk, subject to the Company’s overall risk management policies and procedures, 
the Company commits a significant portion of its supply to medium- to long-term sales contracts while 
reserving an amount of unsold supply to maintain flexibility in the overall management of its asset portfolio. 
The types of instruments used include forwards and futures contracts, swaps, options, and heat rate contracts. 
 
TransCanada manages its exposure to seasonal gas price spreads in its natural gas storage business by 
hedging storage capacity with a portfolio of third party storage capacity leases and back-to-back proprietary 
natural gas purchases and sales. By matching purchase and sale volumes, TransCanada locks in a margin and 
effectively eliminates its exposure to the price movements of natural gas. 
 
The Company continually assesses its power contracts and derivative instruments used to manage energy 
price risk. Contracts, with the exception of leases, have been assessed to determine whether they meet the 
definition of a derivative. Certain commodity purchase and sale contracts are derivatives but are not within the 
scope of Section 3855, as they were entered into and continue to be held for the purpose of receipt or delivery 
in accordance with the Company’s expected purchase, sale or usage requirements (normal purchases and 
sales exception). As well, certain contracts are not within the scope of Section 3855 as they are considered to 
be executory contracts or meet other exemption criteria. 
 
Natural Gas Inventory Price Risk 
 
Effective April 1, 2007, TransCanada began valuing its proprietary natural gas storage inventory at fair value, 
as measured by the one-month forward price for natural gas. In order to record inventory at fair value, 
TransCanada has designated its natural gas storage business as a broker/trader business that purchases and 
sells natural gas on a back-to-back basis. The Company did not have any proprietary natural gas inventory 
prior to April 1, 2007.  
 
The Company records its proprietary natural gas storage results in Revenues net of Commodity Purchases 
Resold. All changes in the fair value of the proprietary natural gas storage inventory are recorded in 
Inventories and Revenues. At September 30, 2007, $81 million of proprietary natural gas storage inventory 
was included in Inventories, which included $25 million related to changes in fair value of the proprietary 
natural gas storage inventory. Revenues included unrealized pre-tax losses related to the change in fair value 
of the proprietary natural gas storage inventory for the three and nine months ended September 30, 2007 of 
$2 million and $25 million, respectively. These losses were essentially offset by the change in fair value of the 
forward proprietary natural gas purchase and sale contracts.  
 
TransCanada manages its exposure to seasonal gas price spreads in its natural gas storage business by 
hedging storage capacity with a portfolio of third party storage capacity leases and proprietary natural gas 
purchases and sales. By matching purchase and sale volumes, TransCanada locks in a margin and effectively 
eliminates its exposure to the price movements of natural gas. 
 
Interest Rate Risk 
 
The Company has fixed interest rate long-term debt, which subjects the Company to interest rate price risk, 
and has floating interest rate long-term debt, which subjects the Company to interest rate cash flow risk. To 
manage its exposure to these risks, the Company uses a combination of interest-rate swaps, forwards and 
options. 
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Investments in Foreign Operations 
 
The Company hedges its net investment in self-sustaining foreign operations with U.S. dollar-denominated 
debt, cross-currency swaps, forward exchange contracts and options. At September 30, 2007, the Company 
had designated U.S. dollar-denominated debt with a carrying value of $3.8 billion (US$3.8 billion) and a fair 
value of $3.9 billion (US$3.9 billion) as a portion of this hedge and swaps, forwards and options with a fair 
value of $81 million (US$81 million) as net investment hedges. 
 


Asset/(Liability) 
(millions of dollars)


Notional or Notional or
Fair Principal Fair Principal


Value(1) Amount Value(1) Amount 
Derivative financial Instruments in hedging relationships
U.S. dollar cross-currency swaps


(maturing 2009 to 2014) 74            U.S. 350 58              U.S. 400
U.S. dollar forward foreign exchange contracts


(maturing 2007 ) 3              U.S. 100 (7)               U.S. 390
U.S. dollar options


(maturing 2007 ) 4              U.S. 100 (6)               U.S. 500


81            U.S. 550 45              U.S. 1,290


(1) Fair values are equal to carrying values.


Derivatives Hedging Net Investment in Foreign Operations


September 30, 2007 December 31, 2006


 
 
Fair Values 
 
Fair values of financial instruments are determined by reference to quoted bid or asking price, as appropriate, 
in active markets. In the absence of an active market, the Company determines fair value by using valuation 
techniques that refer to observable market data or estimated market prices. These include comparisons with 
similar instruments where market observable prices exist, option pricing models and other valuation 
techniques commonly used by market participants. Fair values determined using valuation models require the 
use of assumptions concerning the amount and timing of estimated future cash flows and discount rates. In 
determining those assumptions, the Company looks primarily to external readily observable market input 
factors such as interest rate yield curves, currency rates, and price and rate volatilities as applicable. 
 
 
9. Income Taxes 
 
The Company is currently evaluating the impact of Mexico’s Corporate Flat Rate Tax legislation, which passed 
into law on October 1, 2007. The Company anticipates that the legislation will not have a material impact on 
its financial statements. 
 
In third quarter 2007, TransCanada recorded income tax benefits of approximately $15 million as a result of 
favourable income tax reassessments and associated interest income for prior years. 
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In second quarter 2007, TransCanada recorded income tax benefits of approximately $16 million as a result of 
changes in Canadian federal income tax legislation.  
 
In first quarter 2007, TransCanada recorded income tax benefits of approximately $10 million from the 
resolution of certain income tax matters, as well as a $5 million income tax benefit from an internal 
restructuring.  
 
 
10. Commitments 
 
TransCanada has entered into contracts to purchase pipe and supplies for construction of the Keystone oil 
pipeline and other pipeline projects totalling approximately $2.3 billion. 
 
 
11. Employee Future Benefits 
 
The net benefit plan expense for the Company’s defined benefit pension plans and other post-employment 
benefit plans for the three and nine months ended September 30, 2007 is as follows. 
 
Three months ended September 30
(unaudited - millions of dollars) 2007 2006 2007 2006
Current service cost 11           10             -               1               
Interest cost 19           16             2               2               
Expected return on plan assets (23)          (18)           -               (1)             
Amortization of transitional obligation related to
   regulated business -             -             -               1               
Amortization of net actuarial loss 7             6               1               1               
Amortization of past service costs 1             1               -               -               
Net benefit cost recognized 15             15               3               4                 


Nine months ended September 30
(unaudited - millions of dollars) 2007 2006 2007 2006
Current service cost 33           28             1               2               
Interest cost 54           49             5               6               
Expected return on plan assets (62)          (53)           (1)              (2)             
Amortization of transitional obligation related to
   regulated business -             -               1               2               
Amortization of net actuarial loss 19           20             2               2               
Amortization of past service costs 3             3               (1)              1               
Net benefit cost recognized 47           47             7               11             


Pension Benefit Plans Other Benefit Plans


Pension Benefit Plans Other Benefit Plans


 
 
TransCanada welcomes questions from shareholders and potential investors. Please telephone: 
 
Investor Relations, at 1-800-361-6522 (Canada and U.S. Mainland) or direct dial David Moneta/Myles Dougan/Terry Hook at (403) 
920-7911. The investor fax line is (403) 920-2457. Media Relations: Shela Shapiro at (403) 920-7859. 
 
Visit TransCanada's Internet site at: 0Hwww.transcanada.com 
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Environment Management Guide 
Summary 


The “PMO Environment Management Guide” includes information to support project 
managers in ensuring that the main components of environmental management are 
addressed: 


• Environmental requirements assessment 
• Create Environmental Management Plan 
• Environmental assurance & control 
• Administrative closeout 


To assist in meeting the objectives of the wide variety of projects that TransCanada’s 
project managers are responsible for, three levels of environmental management controls 
have been developed: 


• Level 1:  Light level of environmental management control. 
• Level 2:  Moderate level of environmental management control. 
• Level 3:  Comprehensive level of environmental management control. 


This guide explains the differences between the levels of environmental management 
control and the associated tools and techniques.  The document also defines the key 
interfaces between environmental management controls and other project management 
controls (cost, time, etc). 


The goal of environmental management is to: 


• Ensure that the environmental requirements of the project (regulatory, company 
policy, and design optimization) are understood and met; 


• Identify and manage current and future environmental risks that could have an 
impact to the project or the company; and, 


• Ensure that environmental aspects of regulatory applications and permits are 
planned for, and approvals are received and understood on a timely basis. 


 


TransCanada 
November 30, 2007 
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Continued growth


Enduring value


T R A N S C A N A D A  C O R P O R AT I O N  2 0 0 6  A N N U A L  R E P O R T







Monthly Close and Volume TSX and NYSE   2000 – 2006


Monthly Close TSX (Cdn $) Monthly Close NYSE (US $) Average Daily Volume (TSX and NYSE)volume (millions) dollars


0.5


1.0


1.5


2.0


2.5


00 01 02 03 04 05 06
5


10


15


20


25


30


35


40


45


I n 2000, TransCanada turned its focus to the core 


businesses of natural gas transmission and power 


generation. Since then, we’ve taken advantage of 


opportunities to both connect and create new energy supply. 


We’ve grown our core businesses significantly through 


acquisition and greenfield development.


Today, we are a leading continental energy infrastructure 


company and, by virtue of our quality portfolio of assets, 


well positioned to capture opportunities for future growth.  


TransCanada’s network of wholly owned natural gas pipelines 


extends more than 59,000 kilometres (36,500 miles), tapping 


into virtually every major gas supply basin in North America. 


TransCanada is also one of the continent’s largest providers of 


gas storage and related services, with approximately 360 billion 


cubic feet of storage capacity.  


A growing independent power producer, we own or have 


interests in more than 7,700 megawatts of generating capacity 


fueled by nuclear, natural gas, hydro, wind and coal.  


Since 2000, we have invested approximately $11 billion and 


we continue to pursue opportunities to capture and deliver 


new supply in our core businesses and through complementary 


initiatives in oil pipelines and liquefied natural gas. We have 


identified and developed a portfolio of attractive projects that 


will allow us to invest more than $4 billion over the next three 


years alone. With the acquisition of American Natural Resources 


Company, ANR Storage Company and an additional interest in 


Great Lakes Gas Transmission, our capital program is expected to 


exceed $8 billion over that same time period.


The results of our continued diligence in running our businesses 


safely, reliably and responsibly, combined with our growth 


initiatives, have resulted in significant value for our shareholders.
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TRANSCANADA CORPORATION


2005 2004 2003 2002


Income
Net incomeFinancial Continuing operations 1,209 980 801 747


Discontinued operations – 52 50 –Highlights
1,209 1,032 851 747


Cash Flow
Funds generated from operations 1,951 1,703 1,822 1,843
(Increase)/decrease in operating working capital (49) 29 93 92


Net cash provided by operations 1,902 1,732 1,915 1,935


Capital expenditures and acquisitions 2,071 2,046 965 851


Balance Sheet
Total assets 24,113 22,422 20,887 20,555
Long-term debt 9,640 9,749 9,516 8,899
Common shareholders’ equity 7,206 6,565 6,091 5,747


2005 2004 2003 2002


Net income per share – Basic
Continuing operations $2.49 $2.02 $1.66 $1.56
Discontinued operations – 0.11 0.10 –


$2.49 $2.13 $1.76 $1.56


Net income per share – Diluted
Continuing operations $2.47 $2.01 $1.66 $1.55
Discontinued operations – 0.11 0.10 –


$2.47 $2.12 $1.76 $1.55


Dividends declared per share $1.22 $1.16 $1.08 $1.00
Common shares outstanding (millions)


Average for the year 486.2 484.1 481.5 478.3
End of year 487.2 484.9 483.2 479.5
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CHAIRMAN’S MESSAGE


Chairman’s


Message


2006 marked another strong year for TransCanada, the outcome of both the continued
diligent, prudent execution of the company’s strategy, and a focus on building and
maintaining strong relationships with stakeholders. The accomplishments of 2006
demonstrated our company’s ability to identify and act on strategic opportunities, and
provided further evidence of TransCanada’s financial strength. Based on these
achievements, and our solid foundation for future growth, the Board increased the
dividend in January 2007 for the seventh consecutive year.


TransCanada’s Board plays a significant role in providing leadership, setting direction and
deciding strategy. Ultimately, directors are accountable for the overall stewardship and
governance of the company. While corporate governance may no longer dominate news
headlines, it remains one of TransCanada’s highest priorities.


In January 2007, we were proud to see TransCanada named as a member of the Global
100 Most Sustainable Companies in the world, recognizing TransCanada’s ability to
manage the environmental, social and governance risks and opportunities it faces. This
acknowledgement also reinforces the company’s continued inclusion in the Dow Jones
Sustainability Index achieved for a fifth year in a row. TransCanada’s Board continues to
be independently ranked as one of the top corporate boards in Canada.


TransCanada’s 2007 annual and special meeting will mark the last meeting for Harry
Schaefer, F.C.A. who will retire from the Board after 20 years as a director. Mr. Schaefer
has served most recently as Vice-Chairman of the Board and Chair of the Audit
Committee. Mr. Schaefer is an experienced and talented director and a leading voice for
corporate governance in Canada. On behalf of the Board and management of
TransCanada, I thank him for his commitment and dedication.


Subsequent to the 2006 Annual Meeting of Shareholders, TransCanada welcomed John
MacNaughton, C.M. to the Board. As the former President and Chief Executive Officer of
the Canada Pension Plan Investment Board, Mr. MacNaughton contributes significant
financial acumen and expertise earned through years of experience in the investment
industry. 


Looking forward, the Board is pleased to approve the nomination of W. Thomas
Stephens, Chairman and Chief Executive Officer, Boise Cascade LLC, to the Board at our
annual meeting in April. Mr. Stephens served previously as a director, stepping down in
2005 for business reasons. We welcome Mr. Stephens’ return.


Along with the Board, I thank the management and employees of TransCanada for their
enthusiasm, passion and dedication to realizing the company’s objectives.


On behalf of the Board of Directors,


S. Barry Jackson
Chair
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At TransCanada, doing business with integrity, respect and a deeply ingrained
sense of responsibility to all stakeholders is critical to the company’s ongoing
success.
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LETTER TO SHAREHOLDERS


Letter


to Shareholders


The ANR announcement marked a strong finish to an excellent year for TransCanada.
In addition to the ANR transaction, we continued to build our portfolio of high-quality
power generation assets and established a substantial natural gas storage business in
Western Canada. By continuing along the strategic growth path we embarked on seven
years ago, we’ve made significant progress towards our objective of being the leading
North American energy infrastructure company.


Our efforts are focused on three key objectives: maximizing the profitability and value of
our existing assets; implementing new projects and initiatives; and continually cultivating
a high-quality portfolio of future growth opportunities.


TransCanada’s net income for the year ended December 31, 2006 was $1.079 billion or
$2.21 per share. Excluding net income from discontinued operations of $28 million or
$0.06 per share, net income from continuing operations (net earnings) was $1.051 billion
or $2.15 per share, compared to $1.209 billion or $2.49 per share in 2005. Our 2006 and
2005 results were impacted by a number of significant items, which are highlighted in
Management’s Discussion and Analysis on page 74 of TransCanada’s 2006 Annual Report.
Net earnings excluding these significant items(1) increased nine per cent in 2006 to
$925 million or $1.90 per share, from $849 million or $1.75 per share in 2005.


Funds generated from operations grew to approximately $2.4 billion in 2006, an increase
of 22 per cent over 2005. This strong underlying cash flow enabled us to make significant
capital investments in our pipelines and energy businesses. In 2006, we invested
approximately $2 billion in growth initiatives.


Our performance in 2006 builds on our track record of delivering steady growth in
earnings and cash flow. Over the past seven years, TransCanada has:


• Grown net earnings, excluding significant items, at a compound average annual growth
rate of 8.4 per cent – from $1.08 per share in 1999 to $1.90 per share in 2006;


• Grown funds generated from operations at a compound average annual growth rate of
12.5 per cent – from $1 billion in 1999 to $2.4 billion in 2006; and


• Invested approximately $11 billion in our core businesses.


(1) ‘‘Net earnings excluding significant items’’ does not have any standardized meaning prescribed by GAAP
and is therefore unlikely to be comparable to similar measures presented by other issuers.
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As we begin 2007, TransCanada is set to significantly expand its continental
natural gas pipeline and storage operations through the acquisition of
American Natural Resources Company, ANR Storage Company (together, ANR)
and an additional interest in Great Lakes Gas Transmission Limited Partnership
(Great Lakes).


Maximizing profitability and value
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Our strong 2006 financial performance enabled our Board of Directors to increase the
quarterly dividend on the company’s common shares in January 2007 by six per cent to
$0.34 per share. On an annualized basis, this equates to $1.36 per share. This is the
seventh year in a row the Board has increased the dividend.


Our strong financial performance has resulted in significant returns for our shareholders.
In 2006, TransCanada generated a total shareholder return of approximately 15 per cent.
The compound average annual total shareholder return over the past seven years is
approximately 24 per cent.


North America is faced with two critical challenges: a fundamental shortage of energy
supply from existing sources, and a lack of critical infrastructure to connect new supply
to where it is needed. While we have seen some progress toward addressing these
challenges, the fact remains that energy demand continues to grow at a faster rate than
available supply.


This situation creates tremendous opportunity for TransCanada. With more than 50 years
of experience in planning, constructing and operating large-scale energy infrastructure, we
are well positioned to play a key role in connecting new sources of supply with growing
demand in our preferred North American markets.


In 2006, we continued to invest in our North American natural gas transmission, natural
gas storage and power businesses. We also continued to pursue new and complementary
opportunities in oil pipelines and liquefied natural gas (LNG). These projects and
initiatives will allow TransCanada to continue to strengthen its position as a leading
North American energy infrastructure company and deliver significant value to our
shareholders in the future.


In Pipelines – Expanding our continental footprint


ANR acquisition – In February 2007, we completed our acquisition of ANR and an
additional interest in Great Lakes for approximately US$3.4 billion, including
US$488 million of assumed debt. The acquisition of ANR represents a unique
opportunity to acquire regulated pipeline and storage assets that are a strong fit with our
existing North American footprint. ANR is one of the largest interstate natural gas
pipeline systems in the United States providing transportation, storage and various
capacity related services to a variety of customers in both the U.S. and Canada. With this
acquisition, our wholly owned natural gas pipeline network extends more than
59,000 kilometres (36,500 miles), offering our customers unparalleled connections from
traditional and emerging supply basins.


In a separate transaction, TC PipeLines, LP acquired the remaining 46.45 per cent interest
in Great Lakes for US$962 million, including US$212 million of assumed debt.
TransCanada owns approximately 32 per cent of TC PipeLines, LP and is the
general partner.
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Implementing new projects and initiatives, and …
… Cultivating a portfolio of future growth opportunities
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In February 2007, TransCanada issued $1.5 billion in Subscription Receipts to help
finance the ANR acquisition. The Subscription Receipts converted to common shares on a
one-to-one basis on closing of the acquisition. Our decision to issue new equity is aligned
with our commitment to maintain a strong financial position and TransCanada PipeLines
Limited’s ‘A’ credit ratings.


Canadian Mainline and Alberta System expansions – We continue to invest in our
existing pipeline systems in response to our customers’ needs to connect supply in Alberta
and meet market demand in the East. Our highly competitive gas transmission network is
capturing the majority of new gas connections in Western Canada. Our customers see real
value in the size, scale and reach of our systems.


Tamazunchale – The 130-kilometre Tamazunchale Pipeline went into commercial service
in December 2006. We are exploring additional opportunities in the Mexican energy
market as the government advances its initiative to promote the use of natural gas for
regional development, particularly as a fuel for much needed power generation.


Northern Border and Tuscarora – Over the past year, through TC PipeLines, LP, we have
increased our interests in Northern Border Pipeline Company, the largest natural gas
pipeline connecting Western Canadian supply with growing U.S. Midwest markets, and
Tuscarora Gas Transmission, meeting the growing demands of the northern Nevada
market. TransCanada will operate these pipelines in 2007.


Keystone – TransCanada’s Keystone Pipeline is an innovative and cost competitive
proposal to add much needed new oil pipeline capacity from Alberta to key refining
centres in the U.S. Midwest. Shippers have demonstrated strong support for the proposed
pipeline. In January 2006, we announced binding contracts for 340,000 barrels per day
with an average duration of 18 years.


A key feature of the 2,960-kilometre Keystone Pipeline is the proposal to convert a section
of TransCanada’s Canadian Mainline from natural gas to oil transmission. We marked a
critical milestone in the project in February 2007 when the National Energy Board (NEB)
approved this conversion. Subject to further NEB and U.S. regulatory approvals,
construction of the Keystone Pipeline is expected to begin in early 2008, with commercial
operations scheduled to commence in the fourth quarter of 2009.


Northern pipelines – Over the longer term, we remain a key player in projects to bring
northern natural gas to market. On the Mackenzie Gas Project, the project coventurers
expect to file an updated cost estimate and schedule with regulators in the first quarter of
2007. The project continues to move through the regulatory process.


In Alaska, it continues to be our objective to see a natural gas pipeline project develop
within Alaska on terms that Alaskans find satisfactory. We look forward to working with
the State of Alaska and the Alaska producers to develop commercial arrangements for the
movement of Alaska gas through Canada, taking advantage of the Northern Pipeline Act,
our existing Yukon right-of-way and spare capacity in our extensive North American
natural gas pipeline network.
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In Energy – Building a solid platform for long-term growth


Bécancour Power Plant – In September 2006, our 550-megawatt (MW) Bécancour
cogeneration plant went into commercial service. We are proud to have completed this
significant project on time and under budget.


Cartier Wind – In November 2006, the 110-MW Baie-des-Sables wind farm was
completed and placed into service. This is the first of six phases of the Cartier Wind
project, of which TransCanada owns 62 per cent. Phase two is expected to go into
commercial service in the third quarter of 2007.


Edson Gas Storage – In December 2006, we commenced commercial operations at our
new Edson natural gas storage facility. TransCanada now has interests in approximately
130 billion cubic feet (Bcf) of natural gas storage capacity in Alberta, or approximately
one-third of the capacity in the province.


Bruce Power – The Bruce Power restart and refurbishment project continues to progress
as expected. To date, the partners have invested approximately $1.1 billion in the project
that will ultimately see another 1,500 MW of generating capacity returned to the Ontario
power grid.


Portlands Energy Centre and Halton Hills Generating Station – We are also proceeding
with construction on the Portlands Energy Centre (PEC) with our partner, Ontario Power
Generation, and completing the environmental permitting process for the Halton Hills
Generating Station. We anticipate beginning construction on Halton Hills later in 2007.
PEC is expected to begin delivering electricity to the Ontario grid by the summer of 2008,
with full operations beginning in 2009. Halton Hills is expected to be operating in the
second quarter of 2010.


These two plants will add significant incremental generating capacity in the Ontario
power market and, along with our Bécancour plant, will be fuelled by natural gas.


Cacouna and Broadwater LNG projects – With North American natural gas supply from
traditional basins expected to essentially remain flat over the next decade, new sources of
supply are needed to meet the growing demand for natural gas to fuel power generation
and meet industrial and residential heating needs. Our two LNG proposals, Cacouna
Energy, near Gros-Cacouna, Quebec, and Broadwater Energy, in the New York waters of
Long Island Sound, are designed to connect 1.5 billion cubic feet per day of natural gas
directly to the areas where it is needed most, helping meet local needs while at the same
time moderating energy prices and minimizing environmental impacts.


Both LNG projects require additional regulatory approvals before construction can
proceed and we will continue to work with our partners to advance through the
regulatory process in 2007.


Our accomplishments in 2006 give us confidence that TransCanada is well on its way to
becoming North America’s leading energy infrastructure company. Over the next five
years we expect to capitalize on increased demand for natural gas and power by
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continuing to invest in our natural gas transmission, natural gas storage and power
generation businesses. In addition to these businesses, we are now positioned to make
substantial investments in crude oil pipelines and LNG. We have identified and developed
a portfolio of attractive projects that will allow us to invest more than $4 billion over the
next three years alone. With the ANR acquisition, our total capital program is expected to
exceed $8 billion over that same time period.


In closing, I would note that TransCanada’s strength and enduring value is evident in our
high-quality physical assets, our financial position and our people. The TransCanada team
is exceptionally skilled, knowledgeable and energetic, and it is their efforts that have made
our company a success. Our strong and highly motivated team is our real competitive
advantage, and I am confident that we will sustain and build on that advantage in the
years ahead. As always, our success will be measured in the value we create for our
shareholders.


Hal Kvisle President and Chief Executive Officer
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MANAGEMENT’S DISCUSSION AND ANALYSIS


2005 2004


Total assets 24,113 22,422
Total long-term liabilities 13,012 12,403


Revenues 6,124 5,497


Net income
Continuing operations 1,209 980
Discontinued operations – 52


Total net income 1,209 1,032


Net income – Basic
Continuing operations $2.49 $2.02
Discontinued operations – 0.11


$2.49 $2.13


Net income – Diluted
Continuing operations $2.47 $2.01
Discontinued operations – 0.11


$2.47 $2.12


Dividends declared $1.22 $1.16


(1) The selected three-year consolidated financial data is based on the Company’s financial statements which are prepared in accordance with
Canadian generally accepted accounting principles (GAAP). Certain comparative figures have been reclassified to conform with the current
year’s presentation.


10


The Management’s Discussion and Analysis (MD&A) dated February 22, 2007 should be read in conjunction with the
audited Consolidated Financial Statements of TransCanada Corporation (TransCanada or the Company) and the notes
thereto for the year ended December 31, 2006. This MD&A covers TransCanada’s financial position and operations as at
and for the year ended December 31, 2006. TransCanada’s February 22, 2007 acquisition of American Natural
Resources Company, and ANR Storage Company (collectively ANR), additional interests in Great Lakes Gas Transmission
Partnership (Great Lakes) and related events, are summarized in the ‘‘Subsequent Events’’ section of this MD&A.
Amounts are stated in Canadian dollars unless otherwise indicated. Abbreviations and acronyms used in this MD&A are
identified in the Glossary of Terms in the Company’s 2006 Annual Report.


CONSOLIDATED FINANCIAL REVIEW


SELECTED THREE YEAR CONSOLIDATED FINANCIAL DATA(1)


(millions of dollars except per share amounts)


2006


Balance Sheet
25,909
14,464


Income Statement
7,520


1,051
28


1,079


Per Common Share Data


$2.15
0.06


$2.21


$2.14
0.06


$2.20


$1.28
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• In 2006, TransCanada’s shareholders’ equity increased by $0.5 billion to $7.7 billion.


• In 2006, net income was $1,079 million or $2.21 per share compared to $1,209 million or $2.49 per share in 2005.


• In 2006, TransCanada’s net income from continuing operations (net earnings) was $1,051 million or $2.15 per share
compared to $1,209 million or $2.49 per share in 2005.


• Excluding gains on sales of assets, TransCanada’s net earnings increased $186 million in 2006 to $1,038 million or
$2.12 per share compared to $852 million or $1.75 per share in 2005.


• In 2006, TransCanada invested approximately $2.0 billion in its Pipelines and Energy businesses.
• In February 2007, the Company closed the acquisition of ANR and an additional 3.55 per cent interest in Great Lakes


for approximately US$3.4 billion, subject to certain post-closing adjustments, including approximately US$488 million
of assumed long-term debt.


• In February 2007, TC PipeLines, LP (PipeLines LP) closed its acquisition of a 46.45 per cent interest in Great Lakes for
approximately US$962 million, subject to certain post-closing adjustments, including approximately US$212 million of
assumed long-term debt.


• In 2006, TransCanada issued $2.1 billion of long-term debt.
• In January 2007, the Company filed a short form shelf prospectus in Canada and the U.S. to allow for the offering of


up to $3.0 billion of common shares, preferred shares and/or subscription receipts.
• In February 2007, the Company sold 39,470,000 subscription receipts at a price of $38.00 each. The gross proceeds


of approximately $1.5 billion were used to partially finance the ANR acquisition. TransCanada granted the
underwriters of the subscription receipts offering an option to purchase an additional 5,920,500 common shares at a
price of $38.00 at any time up to and including March 16, 2007.


• In February 2007, the Company entered into agreements for a US$2.2 billion one-year bridge loan facility and,
through a wholly owned subsidiary, for a new US$1.0 billion credit facility. The Company utilized $1.5 billion and
US$1.8 billion from these and existing facilities to partially finance the ANR acquisition as well as additional interests
in PipeLines LP, described below. A portion of these advances were repaid on February 23, 2007 with proceeds from
the subscription receipt offering.


• In February 2007, PipeLines LP increased the size of its syndicated revolving credit and term loan agreement to
US$950 million. Draws of US$126 million under this agreement were used to partially finance PipeLines LP’s Great
Lakes acquisition.


• In February 2007, PipeLines LP completed a private placement offering of 17,356,086 common units at a price of
US$34.57 per unit. TransCanada acquired 50 per cent of the units for US$300 million and invested an additional
approximately US$12 million to maintain its general partner interest, increasing its total ownership to 32.1 per cent.
The total private placement resulted in gross proceeds of approximately US$612 million which were used to partially
finance PipeLines LP’s Great Lakes acquisition.


• On January 29, 2007, the Board of Directors of TransCanada increased the quarterly dividend on the Company’s
outstanding common shares for the quarter ending March 31, 2007 by six per cent to $0.34 per share from $0.32
per share. This is the seventh consecutive annual increase in the common share dividend.


• In January 2007, TransCanada’s Board of Directors authorized the issue of common shares from treasury at a two
per cent discount under the Company’s Dividend Reinvestment and Share Purchase Plan (DRP), beginning with
the dividend payable April 30, 2007 to shareholders of record at March 30, 2007.
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HIGHLIGHTS


Balance Sheet


Net Income


Net Earnings


Investing Activities


Financing Activities


Dividend
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2005 2004


Excluding gains 630 577
Gain on sale of Northern Border Partners, L.P. interest – –
Gain on sale of PipeLines LP units 49 –
Gain on sale of Millennium – 7


679 584


Excluding gains 258 211
Gain on sale of Paiton Energy 115 –
Gains related to Power LP 193 187


566 398


(36) (2)


Continuing Operations(1) 1,209 980
Discontinued Operations – 52


1,209 1,032


Continuing Operations(2) $2.49 $2.02
Discontinued Operations – 0.11


Basic $2.49 $2.13


Excluding gains 852 786
Gains as noted above 357 194


1,209 980


Excluding gains $1.75 $1.62
Gains as noted above 0.74 0.40


$2.49 $2.02


Effective June 1, 2006, TransCanada revised the composition and names of its reportable business segments to Pipelines
and Energy. The financial reporting of these segments was aligned to reflect the internal organizational structure of the
Company. Pipelines principally comprises the Company’s pipelines in Canada, the U.S. and Mexico. Energy includes the
Company’s power operations, natural gas storage business and liquefied natural gas (LNG) projects in Canada and the
U.S. The segmented information has been retroactively reclassified to reflect the changes in reportable segments. These
changes had no impact on consolidated net income.
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SEGMENT RESULTS-AT-A-GLANCE
Year ended December 31 (millions of dollars)


2006


Pipelines Net Earnings
547
13


–
–


560


Energy Net Earnings
452


–
–


452


Corporate 39


Net Income
1,051


28


1,079


Net Income Per Share
$2.15
0.06


$2.21


(1)Net Income from Continuing Operations:
1,038


13


1,051


(2)Net Income Per Share from Continuing Operations:
$2.12
0.03


$2.15


RESULTS OF OPERATIONS
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Net income for the year ended December 31, 2006 was $1,079 million or $2.21 per share compared to $1,209 million
or $2.49 per share for 2005 and $1,032 million or $2.13 per share for 2004. This includes net income from
discontinued operations of $28 million or $0.06 per share in 2006, reflecting bankruptcy settlements with Mirant
Corporation and certain of its subsidiaries (Mirant) related to TransCanada’s Gas Marketing business divested in 2001.
Income from discontinued operations of $52 million or $0.11 per share in 2004 reflects income recognized on initially
deferred gains relating to Mirant.


Net earnings for the year ended December 31, 2006 were $1,051 million or $2.15 per share compared to
$1,209 million or $2.49 per share in 2005 and $980 million or $2.02 per share in 2004. Net earnings for 2006
included after-tax gains of $13 million from the sale of TransCanada’s general partner interest in Northern Border
Partners, L.P. Net earnings for 2005 included after-tax gains of $193 million on the sale of the Company’s interest in
TransCanada Power, L.P. (Power LP), $115 million on the sale of the Company’s interest in P.T. Paiton Energy Company
(Paiton Energy) and $49 million on the sale of PipeLines LP units.


Excluding gains of $13 million in 2006 and $357 million in 2005, net earnings in 2006 were $1,038 million or $2.12
per share, an increase of $186 million or $0.37 per share compared to 2005. This increase was mainly due to higher
net earnings in Energy and Corporate, partially offset by decreased net earnings in Pipelines.


Excluding the gains on sale of the Northern Border Partners, L.P. interest in 2006 and the PipeLines LP units in 2005,
net earnings in the Pipelines business decreased $83 million in 2006 compared to 2005. The decrease was primarily due
to lower net earnings from the Canadian Mainline and the Alberta System as a result of lower approved rates of return
on common equity (ROE) and lower average investment bases in 2006 compared to 2005. In addition, the Company’s
Other Pipelines businesses and the Gas Transmission Northwest System and the North Baja system (collectively GTN)
experienced lower earnings in 2006.


Excluding the gain on the sale of Paiton Energy and gains related to the Company’s investment in Power LP in 2005,
Energy’s net earnings for 2006 increased $194 million compared to 2005 as a result of higher operating income from
each of its existing businesses as well as a $23-million favourable impact on future income taxes arising from reductions
in Canadian federal and provincial income tax rates in 2006. These increases were partially offset by a loss of operating
income associated with the sale of Power LP in 2005.


The increase in Corporate’s net earnings in 2006 of $75 million compared to 2005 was primarily due to $72 million of
positive income tax adjustments in 2006.


Net earnings increased $229 million or $0.47 per share in 2005 compared to 2004. The increase was primarily due to
the inclusion of gains of $357 million or $0.74 per share in 2005 compared to gains of $194 million or $0.40 per share
in 2004. Excluding gains, Pipeline’s net earnings increased due to the inclusion of a full year of earnings from GTN in
2005 and the positive impact on earnings of a National Energy Board (NEB) decision to increase the Canadian Mainline’s
common equity component in its deemed capital structure. This was partially offset by the Canadian Mainline’s lower
average investment base, lower earnings related to operating cost savings, a decrease in the approved ROE and lower
net earnings from the Company’s Other Pipelines’ businesses in 2005. Energy’s net earnings, excluding gains, increased
in 2005, compared to 2004, primarily due to higher operating income from Bruce Power A L.P. (Bruce A) and Bruce
Power L.P. (Bruce B) (collectively Bruce Power), and Eastern Power Operations. A lower contribution from Western
Power Operations and higher general administrative, support costs and other also reduced Energy’s net earnings in
2005 compared to 2004. Corporate’s net expenses increased in 2005 compared to 2004, primarily due to increased net
interest expense on higher average long-term debt and commercial paper balances in 2005.
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ANR Acquisition
On February 22, 2007, TransCanada closed the acquisition of ANR and an additional 3.55 per cent interest in Great
Lakes from El Paso Corporation for approximately US$3.4 billion, subject to certain post-closing adjustments, including
approximately US$488 million of assumed long-term debt. The acquisition of ANR added approximately
17,000 kilometres (km) of natural gas transmission pipeline with a peak-day capacity of 6.8 Bcf/d. ANR also owns and
operates natural gas storage facilities with a total capacity of approximately 230 Bcf. The acquisition was financed with
a combination of proceeds from the Company’s recent equity offering, cash on hand and funds drawn on existing and
newly established loan facilities, discussed below.


In January 2007, TransCanada filed a final short form shelf prospectus with securities regulators in Canada and the U.S.
to allow for the offering of up to $3.0 billion of common shares, preferred shares and/or subscription receipts in
Canada and the U.S. until February 2009. The nature, size and timing of any financings will be dependent on
TransCanada’s assessment of its requirements for funding and general market conditions. 


On February 6, 2007, TransCanada entered into an agreement with a syndicate of underwriters under which the
underwriters agreed to purchase 39,470,000 subscription receipts from TransCanada and sell them to the public at a
price of $38.00 each. The offering closed on February 14, 2007, resulting in gross proceeds to TransCanada of
approximately $1.5 billion which were used towards financing the acquisition of ANR. TransCanada also granted the
underwriters of the subscription receipts offering an option to purchase an additional 5,920,500 common shares at
$38.00 per common share at any time up to and including March 16, 2007. Upon closing of the ANR acquisition, the
subscription receipts were exchanged on a one-to-one basis for common shares of TransCanada without any further
action of, or payment from, the holder.


In February 2007, the Company executed an agreement with a syndicate of banks for a US$2.2 billion, one-year bridge
loan facility. The facility is committed and unsecured. The Company utilized $1.5 billion and US$700 million from this
facility to partially finance the ANR acquisition of which $1.5 billion and US$20 million were subsequently repaid from
the proceeds of the $1.5 billion subscription receipts offering and cash on hand, respectively.


In February 2007, the Company, through a wholly owned subsidiary, executed an agreement with a syndicate of banks
to establish a new US$1.0 billion credit facility, consisting of a US$700 million five-year term loan and a US$300 million
five-year extendible revolving facility. This facility is committed and unsecured. The Company utilized US$1.0 billion from
this facility and an additional US$100 million from an existing demand line to partially finance the ANR acquisition as
well as additional investments in PipeLines LP, described below.


Great Lakes Acquisition
On February 22, 2007, PipeLines LP closed its acquisition of a 46.45 per cent interest in Great Lakes from El Paso
Corporation for approximately US$962 million, which included approximately US$212 million of assumed long-term
debt, subject to certain post-closing adjustments. At December 31, 2006, TransCanada had a 13.4 per cent interest in
PipeLines LP.


In February 2007, PipeLines LP increased the size of its syndicated revolving credit and term loan agreement from
US$410 million to US$950 million. Incremental draws of US$126 million received under this agreement were used to
partially finance PipeLines LP’s Great Lakes acquisition.


On February 22, 2007, PipeLines LP completed a private placement offering of 17,356,086 common units at a price of
US$34.57 per unit, of which 50 per cent of the units were acquired by TransCanada for US$300 million. TransCanada
also invested an additional approximately US$12 million to maintain its general partnership ownership interest in
PipeLines LP. As a result of TransCanada’s additional investments in PipeLines LP, its ownership in PipeLines LP increased
to 32.1 per cent. The total private placement resulted in gross proceeds to PipeLines LP of US$612 million, which were
used to partially finance its Great Lakes acquisition. As a result of TransCanada’s increased ownership in PipeLines LP,
TransCanada’s effective ownership in Tuscarora Gas Transmission Company (Tuscarora), Northern Border Pipeline
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Company (Northern Border) and Great Lakes increased to 32.5 per cent (including one per cent held directly)
16.1 per cent and 68.5 per cent (including 53.55 per cent held directly), respectively.


Certain information in this MD&A includes forward-looking statements. All forward-looking statements are based on
TransCanada’s beliefs and assumptions based on information available at the time such statements were made. Factors
which could cause actual results or events to differ materially from current expectations include, among other things,
the ability of TransCanada to successfully implement its strategic initiatives and whether such strategic initiatives will
yield the expected benefits, the availability and price of energy commodities, regulatory decisions, changes in
environmental and other laws and regulations, competitive factors in the pipeline and energy industry sectors,
construction and completion of capital projects, access to capital markets, interest and currency exchange rates,
technological developments and the current economic condition in North America. By its nature, such forward-looking
information is subject to various risks and uncertainties, which could cause TransCanada’s actual results and experience
to differ materially from the anticipated results or other expectations expressed. Readers are cautioned not to place
undue reliance on this forward-looking information, which is given as of the date of this MD&A or as otherwise stated.
TransCanada undertakes no obligation to update publicly or revise any forward-looking information, whether as a result
of new information, future events or otherwise, except as required by law.


The Company uses the measures ‘‘funds generated from operations’’ and ‘‘operating income’’ in this MD&A. These
measures do not have any standardized meaning in GAAP and are therefore considered to be non-GAAP measures.
These measures may not be comparable to similar measures presented by other entities. These measures have been
used to provide readers with additional information on the Company’s liquidity and its ability to generate funds to
finance its operations.


Funds generated from operations is comprised of net cash provided by operations before changes in operating working
capital. A reconciliation of funds generated from operations to net cash provided by operations is presented in the
Summarized Cash Flow table in this MD&A. Operating income is used in the Energy segment and is comprised of
revenues plus income from equity investments less operating expenses as shown on the consolidated income statement.
Refer to the Energy section in this MD&A for a reconciliation of operating income to net earnings.


TransCanada is a leading North American energy infrastructure company with a strong focus on natural gas
transmission and power generation opportunities located in regions in which it has significant competitive advantages.
Natural gas transmission and power are complementary businesses for TransCanada. They are driven by similar supply
and demand fundamentals, they are both capital-intensive businesses, and they use similar technology and operating
practices. They are also businesses with significant long-term growth prospects.


North American natural gas demand is expected to increase primarily due to a growing demand for electricity. Experts
predict that demand for electricity will increase at an average annual rate of approximately two per cent over the next
ten years, primarily due to a growing population and an increase in gross domestic product. A large part of that
demand growth is expected to be met by higher utilization of existing natural gas-fired generating plants.


Nuclear facilities have played, and will continue to play, a significant role in supplying North American power. Coal-fired
plants remain the largest source of electric power in North America and coal reserves are significant. However, the long
lead times required to complete new coal and nuclear projects may impede the development and completion of new
coal or nuclear generation over the next five to ten years. As a result, North America is expected to continue to rely on
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natural gas-fired generation to satisfy its growing electricity needs in the near term. This is expected to lead to a
significant increase in natural gas consumption. Natural gas demand in North America, including Mexico, is expected to
grow to approximately 89 billion cubic feet per day (Bcf/d) by 2016, an increase of 14 Bcf/d when compared to 2006.
New natural gas-fired power generation is expected to account for approximately 9 Bcf/d of that growth.


While growing demand will provide a number of opportunities, the natural gas industry also faces a number of
challenges. North America has entered a period when it will no longer be able to rely solely on traditional sources of
natural gas supply to meet its growing needs. Natural gas supply is limited and this is likely to continue until major
investments are made in the infrastructure required to bring new supply to market. Looking forward, production from
North America’s traditional basins is expected to essentially remain flat over the next decade. An increase in production
in the U.S. Rockies is expected to offset declines in other basins, including the Gulf of Mexico. This outlook for
traditional basins means that northern gas and offshore LNG will be required to fill the shortfall between supply and
demand. TransCanada is well positioned in North America to serve growing power generation demand in the near term
and to bring these new natural gas supplies to market in the medium to long term.


TransCanada’s strong position in North America is the direct result of successfully executing its corporate strategy which
was first adopted in 2000. While the plan has evolved over time in response to actual and anticipated changes in the
business environment, it fundamentally remains the same. Today, TransCanada’s corporate strategy consists of the
following six components:


• maximize the profitability and long-term value of existing pipelines;


• grow the North American pipeline business, internally and through acquisitions;


• maximize the profitability and long-term value of existing power and other energy assets;


• grow the North American energy business, internally and through acquisitions;


• drive for operational excellence in all aspects of the business; and


• maximize TransCanada’s competitive strength and enduring value.


Strategy
The Company’s strategy in Pipelines is focused on both growing its North American natural gas transmission network
and maximizing the profitability and long-term value of its existing pipeline assets. In order to grow the Pipelines
segment, TransCanada is focusing on expanding and extending its existing systems to connect new supply to growing
markets, increasing its ownership in partially owned entities, acquiring or constructing pipelines that provide
TransCanada with a significant regional presence, expanding into the oil transmission business and, in the long term,
connecting new sources of supply in the form of northern gas and LNG.


Over the past 50 years, TransCanada has developed significant expertise in large-diameter, cold-weather natural gas
pipeline design, construction, operation and maintenance. It has also developed significant expertise in the design,
optimization and operation of large gas turbine compressor stations. Today, TransCanada operates one of the largest,
most sophisticated, remote-controlled pipeline networks in the world with a solid reputation for safety and reliability.


In addition to growing the North American Pipelines business, the Company continues to place a priority on maximizing
the profitability and long-term value of its wholly owned pipelines. Efforts in this area are focused on achieving a fair
return on invested capital and streamlining and harmonizing processes and tariff provisions for and among
TransCanada’s regulated pipelines. Further, the Company works collaboratively with its customers to develop and
implement new services. TransCanada also provides services to many of its partially owned pipeline systems.
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Existing Pipelines
TransCanada’s natural gas transmission assets link the Western Canada Sedimentary Basin (WCSB) with premium North
American markets. With approximately 42,000 km of pipeline (at December 31, 2006), the Company’s network of
wholly owned pipeline assets is one of the largest in North America.


In 2006, the wholly owned Alberta System gathered 67 per cent of the natural gas produced in western Canada or
17 per cent of total North American production. TransCanada exports natural gas from the WCSB to Eastern Canada
and the U.S. West, Midwest and Northeast through four wholly owned pipeline systems:


• Canadian Mainline;


• Gas Transmission Northwest System;


• Foothills; and


• BC System.


In addition, the Company transports natural gas in Alberta through the TransCanada Pipeline Ventures Limited
Partnership (Ventures LP) System.


In December 2006, TransCanada began transporting natural gas in Mexico through its Tamazunchale pipeline.


TransCanada also exports gas from the WCSB to eastern Canada as well as the U.S. West, Midwest and Northeast
through six partially owned pipeline systems:


• Great Lakes;


• Trans Québec & Maritimes System (TQM);


• Iroquois Gas Transmission System (Iroquois);


• Portland Natural Gas Transmission System (Portland);


• Northern Border; and


• Tuscarora.


Northern Development
In 2006, TransCanada continued to pursue the Mackenzie Delta and Alaska North Slope projects. When the Mackenzie
Gas Pipeline (MGP) project and the Alaska Highway Pipeline project are constructed and connected to TransCanada’s
existing infrastructure, they would represent additional growth opportunities for TransCanada and enhance the
long-term viability and value of the Company’s existing Pipelines business, especially the wholly owned pipelines
currently transporting WCSB natural gas.


Mexico
In addition to the Tamazunchale pipeline, TransCanada continues to explore other pipeline and energy infrastructure
opportunities in Mexico.


ANR and Great Lakes
On February 22, 2007, TransCanada closed its acquisition of ANR and an additional 3.55 per cent interest in Great
Lakes. In addition, PipeLines LP closed its acquisition of a 46.45 per cent interest in Great Lakes.


Regulatory
In 2006, TransCanada’s principal regulatory activities included a negotiated settlement with respect to 2006 Canadian
Mainline tolls; filing a rate case with the Federal Energy Regulatory Commission (FERC) for new Gas Transmission
Northwest System rates; filing an application with the NEB to integrate the BC System into the Foothills Zone 8 facilities
(received NEB approval in February 2007); filing an application with the NEB seeking approval to transfer approximately
860 km of the Canadian Mainline’s existing natural gas pipeline to oil service; filing an application with the NEB to
construct and operate approximately 370 km of new oil pipeline, terminal facilities and pump stations; and filing
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applications that sought approval to transfer a portion of the Canadian Mainline’s assets to Keystone and to reduce the
Canadian Mainline’s rate base by the net book value (NBV) of the transferred assets (received NEB approval in
February 2007).


Strategy
TransCanada’s strategy for growth and value creation in the Energy business has five key elements:


• focusing on markets where TransCanada has a competitive advantage;


• developing low-risk, greenfield generation projects, underpinned by long-term input and sales contracts with quality
counterparties;


• acquiring low-cost, base-load power generation. The Company believes that being a low-cost provider and/or having
long-term sales contracts is critical to being successful in volatile power markets;


• exploiting TransCanada’s proven strong project management skills; and


• optimizing the profitability and reliability of the existing asset portfolio by operating the facilities as efficiently and
cost-effectively as possible.


TransCanada’s ability to successfully execute its strategy is related to a broad understanding of North American energy
markets and a deep understanding of its core markets in Alberta, Ontario, Québec, and the northeastern U.S. In
addition, the Company actively participates in deregulated and deregulating markets and has the ability to structure
transactions and manage risk, which is critical to mitigating volatility in natural gas and power markets.


Existing Assets
TransCanada has built a substantial energy business over the past decade and has achieved a significant presence in
power generation across Canada and the U.S. More recently, TransCanada has developed its natural gas storage
business through investments in Alberta.


The power plants and power supply that TransCanada owns, operates and/or controls,
including projects under construction, represent approximately 7,700 megawatts (MW) of
power generation capacity in Canada and the U.S. TransCanada’s portfolio of power supply
is diversified: 33 per cent natural gas; 32 per cent nuclear; 22 per cent coal; seven per cent
hydro and six per cent wind. TransCanada’s power assets are primarily low-cost, base load
generation and/or backed by secure, long-term power sales agreements. The Company’s
power assets are concentrated in two main regions: Western Power Operations in Alberta
and Eastern Power Operations in the eastern Canada and New England markets.


Energy’s natural gas storage assets are all located in Alberta. TransCanada owns or controls


Natural Gas
33%


Nuclear
32%


Coal
22%


Hydro
7%


Wind
6%


Power by Fuel Source


more than 130 billion cubic feet (Bcf) or approximately one third of the natural gas storage
capacity in the province. TransCanada believes the market fundamentals for natural gas storage will remain strong into
the future.


In 2006, TransCanada continued to add to its diverse portfolio of existing quality energy assets as follows:


Bécancour
Construction of the Bécancour cogeneration plant was completed and placed commercially in service in
September 2006. The project was completed on time and under budget and is the largest greenfield power plant built
by TransCanada to date.
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Portlands Energy
In September 2006, Portlands Energy Centre L.P. (Portlands Energy) announced that it had signed a 20-year Accelerated
Clean Energy Supply (ACES) contract with the Ontario Power Authority (OPA) to construct a natural gas generation
plant to be located in downtown Toronto, Ontario.


Cartier Wind
In November 2006, the Baie-des-Sables wind farm went into commercial operation and is currently one of the largest
wind farms in Canada, providing 110 MW of power to the Hydro-Québec grid.


Halton Hills
In November 2006, TransCanada announced that it had been awarded a contract to build, own and operate a natural
gas-fired power plant near the town of Halton Hills, Ontario.


Bruce Power
Throughout 2006, work continued on the Bruce A capital project, consisting of the restart and refurbishment of the
currently idle Units 1 and 2, extension of the operating life of Unit 3 by replacing its steam generators and fuel
channels when required, and replacement of the steam generators on Unit 4.


Edson Gas Storage
Construction of the Edson natural gas storage facility was substantially completed and placed into service on
December 31, 2006.


Broadwater and Cacouna LNG Facilities
TransCanada continues to pursue these two LNG proposals.


TransCanada maintains a high level of pipeline operating performance, as measured by the minimal disruptions for the
Canadian Mainline, the Alberta System and GTN.


In 2006, TransCanada developed a technology program involving techniques to reduce the cost and environmental
impact of constructing new pipeline. The program, which negates the need for large volumes of water, was applied to
a segment of TransCanada’s pipeline construction. The technology was accepted by the NEB which is expected to
encourage further development by TransCanada and to promote wide-scale use.


Through its annual Customer Satisfaction Survey, TransCanada received feedback from customers served by its Canadian
pipelines. The survey, conducted by Ipsos Reid in the fall of 2006, found that TransCanada maintained high levels of
overall customer satisfaction. TransCanada’s call centre, transactional systems and staff obtained the highest satisfaction
levels. This reflects TransCanada’s commitment to operational excellence in the provision of reliable and high-quality
service to customers.


The Company was very productive in 2006 with respect to collaborative efforts with customers. The Mainline Tolls Task
Force, the Alberta System Tolls, Tariff, Facilities and Procedures Committee, and the BC System and Foothills Shippers
group produced a number of resolutions in 2006. These resolutions included new services, service enhancements,
process improvements, a Canadian Mainline tolls settlement and the proposed integration of the BC System into the
Foothills system, which was approved by the NEB in February 2007. Productive collaborative processes can result in
significant costs savings for both TransCanada and the industry by avoiding costs associated with regulatory
proceedings.


In Energy, TransCanada continued its commitment in 2006 to provide safe, low-cost operations and maintenance of all
assets to ensure the highest possible reliability and availability. For power plants directly operated by TransCanada, the
weighted average plant availability in 2006 was 93 per cent compared to 87 per cent in 2005.
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In 2007, TransCanada will continue to focus efforts on efficiencies, operational reliability, the environment and safety.
Greenhouse gas emissions management programs will continue to receive attention and further efforts will be
undertaken to improve contractor safety.


TransCanada’s strategy includes:


• developing excellence in value-creating strategy, analysis and investment execution;


• appropriate financial capacity and flexibility, allowing TransCanada to build large scale infrastructure projects and act
quickly on quality opportunities when they arise;


• using project development and project management skills, combined with strong facility construction and operational
abilities;


• maintaining high standards in corporate governance practices;


• developing and sustaining its relationships and reputation with key stakeholders; and


• creating sustainable organizational strengths.


At December 31, 2006, TransCanada had approximately 2,350 employees who have expertise in gas transmission and
power operations, project management, depth of market and industry knowledge, and financial acumen.


Since 2000, TransCanada has followed a long-term approach of growing its Pipelines and Energy businesses in a
diligent and disciplined manner. In 2007 and beyond, the Company’s net earnings and cash flow, combined with a
strong balance sheet, are expected to continue to provide the financial flexibility for TransCanada to pursue
opportunities and create additional long-term value for its shareholders.


In 2007, the Company will continue to implement its Pipelines strategy, including:


• integrating ANR into TransCanada’s existing Pipelines business;


• becoming the operator of Great Lakes in conjunction with the acquisition of an additional 3.55 per cent interest in
Great Lakes, bringing its direct total ownership to 53.55 per cent, with PipeLines LP owning the remaining interest;


• engaging in discussions with Alberta System stakeholders following the conclusion of the current three-year
settlement that expires at the end of 2007;


• proceeding with the Gas Transmission Northwest System rate case, which is scheduled to be in negotiations and
answering discovery until the hearing phase begins on October 31, 2007;


• advancing development of the Keystone Pipeline;


• working with the MGP owners and the Aboriginal Pipeline Group (APG), including participating in regulatory
proceedings as may be required, to advance the MGP project;


• working with project stakeholders and the State of Alaska to further advance the proposed Alaska Highway Pipeline
project;


• developing transportation solutions for new market and supply growth opportunities that lead to potential expansions
of the Alberta System;


• becoming the operator of Northern Border; and


• working with joint venture partners of partially owned pipeline systems to develop additional supply and market
options for system customers.


20


Competitive Strength and Enduring Value


OUTLOOK







MANAGEMENT’S DISCUSSION AND ANALYSIS


TransCanada will continue to grow its Energy business in 2007. As in prior years, this growth is expected to come from
a mix of greenfield developments, new acquisitions and organic growth within its existing assets and markets. In
particular, in 2007, TransCanada expects to:


• work with Bruce A and its partners on the restart and refurbishment of the Bruce A units;


• complete construction of the second of six Cartier Wind projects in third quarter 2007 and begin construction of the
third Cartier Wind facility;


• continue construction of the Portlands Energy project;


• initiate construction of the Halton Hills project;


• advance development of the Cacouna Energy project (Cacouna) and Broadwater Energy project (Broadwater) LNG
facilities; and


• pursue additional greenfield projects and acquisition opportunities in TransCanada’s key markets.


Although the following discussion reflects management’s expectations for 2007, as discussed throughout this MD&A, a
number of risk factors and developments may positively or negatively affect the actual results for 2007, as discussed
throughout this MD&A, including the section entitled ‘‘Forward-Looking Information’’.


With the closing of the acquisition of ANR and Great Lakes, and the Company’s increased ownership in PipeLines LP,
TransCanada expects higher net earnings from Pipelines in 2007 compared to 2006. The combined effect of an
expected decline in the average investment base of each of the Canadian Mainline and the Alberta System, and a
decline in each of their formula-based regulated ROEs, is expected to decrease net earnings on these systems compared
to 2006. Excluding any potential positive impact from a decision or settlement on the current rate case filing for the
Gas Transmission Northwest System, reduced firm contract volumes on this system are expected to have a slightly
negative impact on the results compared to 2006. In addition, Pipelines’ 2006 net earnings included a $13 million gain
on the sale of Northern Border Partners, L.P. interest, which will not occur in 2007. In 2007, TransCanada is expecting a
positive impact from a full year of earnings from the Tamazunchale pipeline.


In Energy, net earnings in 2007 are expected to approximate or be slightly lower than 2006 net earnings due to the
non-recurring $23-million future tax benefit in 2006 arising from reductions in federal and provincial income tax rates.
Operating income is expected to be relatively consistent with 2006, although this is very dependent on commodity
prices in each region as well as other factors such as hydrology and storage spreads. TransCanada’s operating income
from its investment in Bruce B can be significantly impacted by the effect, on uncontracted output, of changes in spot
market prices for power. Excluding any changes in spot market prices for 2007 compared to 2006, Bruce Power’s
operating income is expected to decline in 2007 compared to 2006, reflecting lower projected generation volumes and
higher operating costs resulting from an increase in planned outages in 2007. Western Power Operations’ operating
income in 2007 is expected to approximate 2006. Although TransCanada has sold forward significant output from its
Alberta power purchase agreements (PPA) and power plants, Western Power Operations’ operating income in 2007 can
be significantly impacted by changes in the spot market price of power and market heat rates in Alberta. Eastern Power
Operations’ operating income is expected to increase in 2007 primarily due to a full year of operations for both the
Bécancour natural gas-fired cogeneration facility and the first of six wind farms of the Cartier Wind project as well as
the positive impact of the New England Power Pool (NEPOOL) forward capacity payments received by Ocean State
Power (OSP) and TC Hydro commencing December 1, 2006. Gas Storage’s operating income is expected to increase in
2007 over 2006 primarily due to the placing into service of the Edson facility at the end of 2006, partially offset by
expected lower storage spreads.


Corporate’s net expenses are expected to be higher in 2007 compared to 2006 primarily due to the income tax refunds
and positive income tax adjustments realized in 2006 that are not expected to recur in 2007. Financing costs associated
with the purchase of ANR are expected to increase net expenses in Corporate in 2007.
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CANADIAN MAINLINE TransCanada’s 100 per cent owned, 14,957 km natural gas transmission system in Canada extends
from the Alberta/Saskatchewan border east to the Québec/Vermont border and connects with other natural gas pipelines in
Canada and the U.S.


ALBERTA SYSTEM TransCanada’s 100 per cent owned natural gas transmission system in Alberta gathers natural gas for use
within the province and delivers it to provincial boundary points for connection with the Canadian Mainline, BC System,
Foothills and other pipelines. The 23,498 km system is one of the largest carriers of natural gas in North America.


GAS TRANSMISSION NORTHWEST SYSTEM TransCanada’s 100 per cent owned natural gas transmission system extends
2,174 km and links the BC System and Foothills with Pacific Gas and Electric Company’s California Gas Transmission System,
with Williams’ Northwest Pipeline in Washington and Oregon, and with Tuscarora.


FOOTHILLS TransCanada’s 100 per cent owned, 1,040 km natural gas transmission system in western Canada carries natural
gas for export from central Alberta to the U.S. border to serve markets in the U.S. Midwest, Pacific Northwest, California
and Nevada.
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BC SYSTEM TransCanada’s 100 per cent owned natural gas transmission system extends 201 km from Alberta’s western
border through British Columbia (B.C.) to connect with the Gas Transmission Northwest System at the U.S. border, serving
markets in B.C. as well as the Pacific Northwest, California and Nevada.


NORTH BAJA TransCanada’s 100 per cent owned natural gas transmission system extends 129 km from southwestern
Arizona at Ehrenberg to a point near Ogilby, California on the California/Mexico border and connects with the Gasoducto
Bajanorte pipeline system in Mexico.


VENTURES LP Ventures LP, which is 100 per cent owned by TransCanada, owns a 121 km pipeline and related facilities
which supply natural gas to the oil sands region of northern Alberta, and a 27 km pipeline which supplies natural gas to a
petrochemical complex at Joffre, Alberta.


TAMAZUNCHALE TransCanada’s 100 per cent owned, 130 km natural gas pipeline in east central Mexico extends from the
facilities of Pemex Gas near Naranjos, Veracruz to an electricity generation station near Tamazunchale, San Luis Potosi. This
pipeline went into service on December 1, 2006.


ANR On February 22, 2007, TransCanada acquired 100 per cent of the ANR natural gas transmission system which extends
approximately 17,000 km from producing fields in Louisiana, Oklahoma, Texas and the Gulf of Mexico to markets in
Wisconsin, Michigan, Illinois, Ohio and Indiana. This pipeline also connects with other pipelines to give access to supply from
western Canada, the Rocky Mountain region and a variety of markets in the midwestern and northeastern U.S. ANR also
owns and operates underground natural gas storage facilities in Michigan with a total capacity of approximately 230 Bcf.


TUSCARORA Tuscarora is owned or controlled 99 per cent by PipeLines LP and is a 491 km pipeline system transporting
natural gas from the Gas Transmission Northwest System at Malin, Oregon to Wadsworth, Nevada with delivery points in
northeastern California and northwestern Nevada. TransCanada operates Tuscarora and, at February 22, 2007, effectively owns
or controls an aggregate 32.8 per cent interest in Tuscarora, of which 31.8 per cent is held indirectly through TransCanada’s
32.1 per cent ownership interest in PipeLines LP and the remaining one percent is owned directly.


NORTHERN BORDER Northern Border is 50 per cent owned by PipeLines LP and is a 2,250 km natural gas pipeline system
which serves the U.S. Midwest from a connection with Foothills near Monchy, Saskatchewan. In April 2007, TransCanada
expects to become the operator of Northern Border. At February 22, 2007, the Company effectively owns approximately
16.1 per cent of Northern Border through its 32.1 per cent ownership interest in PipeLines LP.


GREAT LAKES Great Lakes is a 3,404 km pipeline system that connects with the Canadian Mainline at Emerson, Manitoba
and serves markets in central Canada and the midwestern U.S. Effective February 22, 2007, TransCanada owns 53.55 per cent
of Great Lakes and PipeLines LP owns the remaining 46.45 per cent. TransCanada’s effective ownership of Great Lakes is 68.5
per cent of which 14.9 per cent is held indirectly through its 32.1 per cent ownership in PipeLines LP. TransCanada is the
operator of Great Lakes.


IROQUOIS Iroquois connects with the Canadian Mainline near Waddington, New York and delivers natural gas to customers
in the northeastern U.S. TransCanada has a 44.5 per cent ownership interest in this 666 km pipeline system.


TQM TQM is a 572 km natural gas pipeline system which connects with the Canadian Mainline and transports natural gas
from Montréal to Québec City and to the Portland system. TransCanada holds a 50 per cent ownership interest in TQM and is
the operator.


PORTLAND Portland is a 474 km pipeline that connects with TQM near East Hereford, Québec and delivers natural gas to
customers in the northeastern U.S. TransCanada has a 61.7 per cent ownership interest in Portland and operates this pipeline.


TRANSGAS TransGas is a 344 km natural gas pipeline system which runs from Mariquita in the central region of Colombia to
Cali in the southwest of Colombia. TransCanada holds a 46.5 per cent ownership interest in this pipeline.


GAS PACIFICO Gas Pacifico is a 540 km natural gas pipeline extending from Loma de la Lata, Argentina to Concepción,
Chile. TransCanada holds a 30 per cent ownership interest in Gas Pacifico.


INNERGY INNERGY is an industrial natural gas marketing company based in Concepción, Chile that markets natural gas
transported on Gas Pacifico. TransCanada holds a 30 per cent ownership interest in INNERGY.
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Net Earnings
• Net earnings from Pipelines decreased $119 million to $560 million in 2006 compared to $679 million in 2005,


primarily due to a $49-million gain on the sale of PipeLines LP units in 2005 ($13-million gain on the sale of the
interest in Northern Border Partners, L.P., in 2006), lower net earnings from the Canadian Mainline and the Alberta
System as a result of a lower ROE and lower average investment bases in 2006, compared to 2005, and a
$13-million Mainline adjustment in 2005 related to a 2004 regulatory decision.


ANR and Great Lakes Acquisition
• On February 22, 2007, TransCanada acquired ANR and an additional 3.55 per cent interest in Great Lakes.


Canadian Mainline
• The NEB approved a negotiated settlement of 2006 Mainline tolls which included a deemed common equity ratio of


36 per cent and incentives for managing costs through fixing certain components of the revenue requirement.


Alberta System
• The Alberta System continues to operate under the terms of the 2005-2007 Revenue Requirement Settlement


approved by the Alberta Energy and Utilities Board (EUB) in 2005. The settlement includes a deemed common equity
ratio of 35 per cent.


Gas Transmission Northwest System
• In June 2006, Gas Transmission Northwest System filed a rate case with the FERC. The comprehensive filing requests


a number of tariff changes, including increased rates for transportation services.


Keystone
• TransCanada filed two applications with the NEB in 2006. In the first application, TransCanada applied to transfer a


portion of its Canadian Mainline assets to Keystone and to reduce the Canadian Mainline’s rate base by the NBV of
the transferred assets. Approval was received from the NEB on this application in February 2007. In the second
application, TransCanada applied to construct and operate new oil pipeline facilities.


Foothills and BC System
• In February 2007, TransCanada received approval from the NEB to integrate the BC System into Foothills in southern


B.C.


North Baja
• In February 2006, TransCanada filed an application with the FERC to expand North Baja to accommodate bi-


directional natural gas flow and to construct new pipeline and metering facilities. In October 2006, the FERC issued a
preliminary approval of the application except for environmental issues which will be the subject of a future order.


PipeLines LP
• In April 2006, PipeLines LP acquired an additional 20 per cent partnership interest in Northern Border.


• In December 2006, PipeLines LP acquired an additional 49 per cent controlling general partner interest in Tuscarora,
with the option to purchase Sierra Pacific Resources’ remaining one per cent interest in Tuscarora in approximately
one year.


• On February 22, 2007, PipeLines LP acquired a 46.45 per cent interest in Great Lakes.


• TransCanada became the operator of Tuscarora in December 2006 and Great Lakes in February 2007, and expects to
begin operating Northern Border in April 2007.


• In February 2007, PipeLines LP completed a private placement offering of 17,356,086 units at a price of
US$34.57 per unit. TransCanada acquired 50 per cent of the units for US$300 million, increasing its total ownership
to 32.1 per cent. TransCanada also invested an additional approximately US$12 million to maintain its general
partnership interest in PipeLines LP. The total private placement resulted in gross proceeds of approximately
US$612 million which were used to partially finance the acquisition of the 46.45 per cent interest in Great Lakes.
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Other Pipelines
• TransCanada sold its 17.5 per cent general partner interest in Northern Border Partners, L.P. for an after-tax gain of


approximately $13 million.


• TransCanada continued its efforts to progress the proposed Alaska Highway Pipeline.


• TransCanada continued to fund the APG participation in the MGP project.


• In December 2006, TransCanada commenced commercial operations of the Tamazunchale pipeline in east-central
Mexico.


2005 2004


Canadian Mainline 283 272
Alberta System 150 150
GTN(1) 71 14
Foothills 21 22
BC System 6 7


531 465


Great Lakes 46 55
Iroquois 17 17
PipeLines LP(2) 9 16
Portland 11 10
Ventures LP 12 15
TQM 7 8
Tamazunchale(3) – –
TransGas 11 11
Gas Pacifico/INNERGY(4) 6 4
Northern Development (4) (6)
General, administrative, support costs and other (16) (18)


99 112
Gain on sale of Northern Border Partners, L.P. interest – –
Gain on sale of PipeLines LP units 49 –
Gain on sale of Millennium – 7


148 119


Net earnings 679 584


(1) TransCanada acquired GTN in November 2004. Amounts in this table reflect TransCanada’s 100 per cent ownership interest in GTN’s net
earnings from the acquisition date.


(2) During 2005, TransCanada decreased its ownership interest in PipeLines LP to 13.4 per cent from 33.4 per cent.
(3) The Tamazunchale pipeline went into service December 1, 2006.
(4) Gasoducto del Pacifico S.A./INNERGY Holdings S.A.


In 2006, net earnings from the Pipelines business were $560 million compared to $679 million and $584 million in
2005 and 2004, respectively. Excluding the $49-million after-tax gain on the sale of PipeLines LP units in 2005 and the
$13-million after-tax gain on the sale of TransCanada’s general partner interest in Northern Border Partners, L.P. in 2006,
Pipelines’ net earnings for the year ended December 31, 2006 decreased $83 million compared to the same period in
2005. This decrease was primarily due to lower net earnings from the Canadian Mainline, the Alberta System, GTN and
Other Pipelines.
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Year ended December 31 (millions of dollars)


2006


Wholly Owned Pipelines
239
136
64
21
6


466


Other Pipelines
44
15
4


13
12
7
2


11
8


(5)
(30)


81
13


–
–


94


560
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The overall increase of $95 million in 2005 Pipelines net earnings compared to 2004 was mainly due to a full year of
GTN net earnings, the $49-million gain related to PipeLines LP and higher Canadian Mainline net earnings in 2005 as a
result of an April 2005 NEB decision that resulted in a positive $13-million adjustment related to 2004, partially offset
by lower net earnings from Other Pipelines. Lower 2005 net earnings from Other Pipelines were primarily due to
decreased earnings from Great Lakes, PipeLines LP and Ventures LP.


Canadian Mainline
The Canadian Mainline is regulated by the NEB. The NEB sets tolls which provide TransCanada with the opportunity to
recover its projected costs of transporting natural gas, including a return on the Canadian Mainline’s average investment
base. In addition, new facilities are approved by the NEB before construction begins. Net earnings of the Canadian
Mainline are affected by changes in the investment base, the ROE, the level of deemed common equity and potential
incentive earnings.


In April 2006, the NEB approved TransCanada’s application for a negotiated settlement of the 2006 Canadian Mainline
tolls as filed. The settlement resulted in a revenue requirement of approximately $1.8 billion for 2006. The settlement
also established the Canadian Mainline’s fixed OM&A costs for 2006 at $174 million with variances between actual
OM&A costs in 2006 and those agreed to in the settlement accruing to TransCanada. The majority of the other cost
elements of the 2006 revenue requirement were to be treated on a flow-through basis. The settlement also provided
TransCanada with an opportunity to realize modest additional net earnings through performance-based incentive
arrangements. These incentive arrangements were focused on certain cost management activities and the management
of fuel, and provided mutual benefits to both TransCanada and its customers. Further, the settlement included an ROE
of 8.88 per cent as determined for 2006 under the NEB’s return adjustment formula, on a deemed common equity
ratio of 36 per cent.


Net earnings of $239 million in 2006 were $44 million lower than 2005 net earnings of $283 million. The decrease was
primarily due to a combination of a lower ROE and a lower average investment base in 2006 compared to 2005. In
addition, 2005 net earnings included a positive adjustment of $13 million related to 2004 as a result of the NEB’s
decision in April 2005 on the Canadian Mainline’s 2004 Tolls and Tariff Application (Phase II) which included an increase
in the deemed common equity ratio to 36 per cent from 33 per cent for 2005 that was also effective for 2004. The
2006 NEB-approved Canadian Mainline tolls settlement that TransCanada reached with its customers and other
interested parties included an ROE of 8.88 per cent, which was determined for 2006 under the NEB’s return adjustment
formula on a deemed common equity ratio of 36 per cent. The NEB-approved ROE for 2005 was 9.46 per cent.


The Canadian Mainline generated net earnings of $283 million in 2005, an increase of $11 million over 2004 earnings.
The increase in net earnings was primarily due to the NEB’s decision on the 2004 Tolls and Tariff Application (Phase II).
The Phase II decision resulted in a $35-million ($22 million related to 2005 and $13 million related to 2004) increase to
the Canadian Mainline’s 2005 net earnings compared to 2004. However, this earnings increase was partially offset by
the combination of a lower average investment base, lower cost savings and a lower approved ROE in 2005. The
NEB-approved ROE decreased to 9.46 per cent in 2005 from 9.56 per cent in 2004. 


2004


272


2005


283


2006


239


Canadian Mainline
Net Earnings
(millions of dollars)


2004


8,196


2005


7,807


2006


7,459


Canadian Mainline
Average
Investment Base
(millions of dollars)


2004


43


2005


49


2006


185


Canadian Mainline
Capital Expenditures
(millions of dollars)


2004


2,621


2005


2,997


2006


2,955


Canadian Mainline
Throughput
Volumes (Bcf)
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Alberta System
The Alberta System is regulated by the EUB primarily under the provisions of the Gas Utilities Act (Alberta) (GUA) and
the Pipeline Act (Alberta). Under the GUA, the Alberta System’s rates, tolls and other charges, and terms and conditions
of service are subject to approval by the EUB.


The Alberta System is currently operating under the 2005-2007 Revenue Requirement Settlement. The settlement was
reached in 2005 with shippers and other interested parties regarding the annual revenue requirements of its Alberta
System for the years 2005, 2006 and 2007. The settlement was approved by the EUB in June 2005 and encompassed
all elements of the Alberta System revenue requirement, including operating, maintenance and administration (OM&A)
costs, ROE, depreciation and income and municipal taxes.


The Alberta System settlement fixed OM&A costs at $193 million for 2005, $201 million for 2006, and $207 million for
2007. In each year, any variance between actual OM&A and other fixed costs, and those agreed to in the settlement
accrues to TransCanada. The majority of other cost elements of the 2005, 2006 and 2007 revenue requirements are
treated on a flow-through basis.


The ROE will be calculated annually during the term of the settlement using the EUB formula for the purpose of
establishing the annual generic rate of return for Alberta utilities on deemed common equity of 35 per cent. In
addition, depreciation costs are determined using the depreciation rates and methodology that the Company proposed
to the EUB in its 2004 General Rate Application (GRA).


Net earnings of $136 million in 2006 were $14 million lower compared to 2005. The decrease was primarily due to a
lower investment base and a lower approved rate of return in 2006. Net earnings in 2005 and 2006 reflect an ROE of
9.50 and 8.93 per cent, respectively, as prescribed by the EUB, on deemed common equity of 35 per cent.


Net earnings of $150 million in 2005 were unchanged from 2004 due to the negative impacts of a lower investment
base and a lower approved rate of return in 2005 being offset by the positive impact of higher allowed operating costs
in 2005 compared to 2004 as a result of cost disallowances in the EUB’s decision on Phase 1 of the 2004 GRA. Net
earnings in 2004 reflect an ROE of 9.60 as prescribed by the EUB, on deemed common equity of 35 per cent. 


2004


150


2005


150


2006


136


Alberta System
Net Earnings
(millions of dollars)


Alberta System
Average
Investment Base
(millions of dollars)


2004


4,619


2005


4,446


2006


4,287


Alberta System
Capital
Expenditures
(millions of dollars)


2004


87


2005


75


2006


225


Alberta System
Throughput
Volumes (Bcf)


2004


3,909


2005


3,999


2006


4,051


GTN
GTN is regulated by the FERC, which has authority to regulate rates for natural gas transportation in interstate
commerce. Both of GTN’s systems, the Gas Transmission Northwest System and North Baja, operate under fixed rate
models, under which maximum and minimum rates for various service types have been ordered by the FERC. GTN is
permitted to discount or negotiate these rates on a non-discriminatory basis. In 2006, the Gas Transmission Northwest
System operated under a rate case that was filed in 1994 and settled and approved by the FERC in 1996. In June 2006,
the Gas Transmission Northwest System filed a new rate case with the FERC. North Baja’s rates were established in the
FERC’s initial order in 2002 certifying construction and operation of the system. The net earnings of GTN are impacted
by variations in contracted levels, volumes delivered and prices charged under the various service types that are
provided, as well as by variations in the costs of providing services.


Net earnings for the year ended December 31, 2006 were $64 million, a $7-million decrease from the same period in
2005. This decrease was primarily due to lower transportation revenues, higher operating costs, the impact of a weaker
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U.S. dollar and a provision for non-payment of contract transportation revenue from a subsidiary of Calpine Corporation
that filed for bankruptcy protection. These negative factors were partially offset by an $18-million bankruptcy settlement
($29 million pre-tax) in first quarter 2006 with Mirant, a former shipper on the Gas Transmission Northwest System. Net
earnings for November and December 2004 were $14 million.


Other Pipelines
TransCanada’s direct and indirect investments in various natural gas pipelines are included in Other Pipelines. It also
includes TransCanada’s project development activities related to its pursuit of new pipelines and gas and oil transmission
related opportunities throughout North America.


TransCanada’s net earnings from Other Pipelines in 2006 were $94 million compared to $148 million and $119 million
in 2005 and 2004, respectively. Excluding the gains on sale of Northern Border Partners, L.P. in 2006 and PipeLines LP
units in 2005, net earnings for 2006 were $18 million lower compared to 2005. The decrease was primarily due to
higher project development and support costs associated with growing the Pipelines business, reduced ownership in
PipeLines LP, a weaker U.S. dollar and bankruptcy settlements received by Iroquois in 2005, partially offset by increased
net earnings from Portland due to a bankruptcy settlement received in 2006.


Excluding the gains on sale of PipeLines LP units in 2005 and the Millennium Pipeline project (Millennium) in 2004, net
earnings in 2005 were $13 million lower than 2004. The decrease was primarily due to lower net earnings from Great
Lakes as a result of lower short-term revenues and higher operating and maintenance costs, and lower earnings from
PipeLines LP as a result of the reduced ownership. Results were also negatively impacted by a weaker U.S. dollar
in 2005.


ANR and Great Lakes Acquisition
On February 22, 2007, TransCanada closed its acquisition of ANR and an additional 3.55 per cent interest in Great
Lakes from El Paso Corporation for approximately US$3.4 billion, subject to certain post-closing adjustments, including
approximately US$488 million of assumed long-term debt. This transaction will significantly expand the Company’s
continental natural gas pipeline and storage operations.


ANR operates one of the largest interstate natural gas pipeline systems in the U.S., providing transportation, storage,
and various capacity-related services to a variety of customers in both the U.S. and Canada. The system consists of
approximately 17,000 km of pipeline with a peak-day capacity of 6.8 Bcf/d. It transports natural gas from producing
fields in Louisiana, Oklahoma, Texas and the Gulf of Mexico to markets in Wisconsin, Michigan, Illinois, Ohio and
Indiana. The pipeline system also connects with numerous other pipelines providing customers with access to diverse
sources of supply from western Canada and the Rocky Mountain region and access to a variety of end-user markets in
the midwestern and northeastern U.S.


ANR also owns and operates numerous underground natural gas storage facilities in Michigan with a total capacity of
approximately 230 Bcf. Its facilities offer customers a high level of service flexibility allowing them to meet peak-day
delivery requirements and to capture the value resulting from changing supply and demand dynamics. As part of the
acquisition, TransCanada will also obtain certain natural gas supplies contained within production and storage reservoirs
in Michigan.


Great Lakes
On February 22, 2007, PipeLines LP closed its acquisition of a 46.45 per cent interest in Great Lakes from El Paso
Corporation for approximately US$962 million, subject to certain post-closing adjustments, including approximately
US$212 million of assumed long-term debt. Great Lakes owns and operates a 3,402 km interstate natural gas pipeline
system with a design capacity of 2.5 Bcf/d. TransCanada is the general partner of and holds a 32.1 per cent interest in
PipeLines LP.
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Canadian Mainline
In May 2006, TransCanada filed for approval of two Canadian Mainline services designed to meet the growing needs of
natural gas-fired power generators in Ontario. These services are designed to ensure that shippers can access
transportation on as little as 15 minutes notice so they can better match the timing of their natural gas transportation
needs with the timing of their power generation requirements. The application was the subject of an oral public
hearing in September 2006 and, in December 2006, the NEB approved implementation of the services with minor
modifications.


In December 2006, TransCanada applied to the NEB for approval of a new receipt point at Gros Cacouna on the
Canadian Mainline. The Company is also seeking affirmation of the tolling methodology that will apply to service from
that point. The new receipt point would accommodate receipts of regassified LNG at Gros Cacouna, bringing a new
source of supply to the Canadian Mainline to serve markets in eastern Canada and the U.S. Northeast. The NEB has
established a procedure to deal with the Gros Cacouna, Québec receipt point application which includes an oral hearing
expected to begin in April 2007.


Alberta System
On February 21, 2006, the EUB issued its decision on the 2005 GRA Phase II. The EUB approved the 2005 rate design
as applied for. With this decision, TransCanada was able to finalize the 2005 and 2006 Alberta System tolls on
March 14, 2006. The 2006 final tolls were effective April 1, 2006. TransCanada had been charging interim tolls since
January 1, 2006 with the EUB’s approval.


TransCanada filed for a Review and Variance on the Ventures LP’s Transportation by Others (TBO) costs following the
EUB decision on the 2004 GRA Phase I. At the time, the EUB denied certain costs associated with the Ventures LP’s new
TBO contract that was replacing the old TBO contract. In its decision on November 28, 2006, (Decision 2006-069), the
EUB allowed for the recovery of approximately $1 million of costs due to the timing of the termination and
commencement of the TBO contracts.


On November 30, 2006, the EUB finalized the 2007 generic ROE formula results. For 2007, the Alberta System’s ROE
will be 8.51 per cent; down from 8.93 per cent in 2006.


On December 20, 2006, the EUB approved TransCanada’s application to charge interim tolls for transportation service,
effective January 1, 2007. Final tolls for 2007 will be determined in first quarter 2007 upon updating of the
flow-through cost components of the revenue requirement to reflect actual costs and revenues from the prior year.


GTN
In June 2006, TransCanada filed a rate case with the FERC for its Gas Transmission Northwest System. The rate case
filing was primarily driven by decreased revenues due to contract non-renewals and shipper defaults. The comprehensive
filing requested a number of tariff changes including an increase in rates for transportation services that became
effective January 1, 2007, subject to refund. The proposed rates include an ROE of 14.5 per cent, a common equity
ratio of 62.99 per cent and a depreciation rate for the transmission plant of 2.76 per cent. The rates in effect prior to
the January 2007 rate increase were based on the last rate case filed in 1994.


In January 2007, TransCanada received a procedural order from the FERC establishing a timeline for the system’s rate
case proceeding. The hearing into this rate case is scheduled to commence on October 31, 2007.


BC System and Foothills
TransCanada filed applications with the NEB in early December 2005 for approval of 2006 tolls for Foothills and the
BC System, reflecting an agreement with the Canadian Association of Petroleum Producers (CAPP) and other
stakeholders to increase the deemed equity component of the capital structure of each system to 36 per cent from
30 per cent. On December 21, 2005, the NEB approved Foothills’ application as filed. On February 22, 2006, the NEB
finalized the BC System’s 2006 tolls as filed.


In March 2006, TransCanada initiated discussions with shippers on the BC System to integrate the BC System with
Foothills. The discussions culminated in a settlement agreement (Integration Settlement) between Foothills and CAPP.
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The Integration Settlement amended an existing settlement for Foothills and includes a sharing mechanism for
anticipated cost savings through increased administrative efficiencies arising out of the integration of the two systems.
TransCanada filed Foothills and BC System’s integration application and related approvals with the NEB on
December 21, 2006. In February 2007, the NEB approved the application as filed.


Tamazunchale
In December 2006, TransCanada commenced commercial operations of the Tamazunchale pipeline. The 36 inch,
130 km pipeline in central Mexico extends from the facilities of Pemex Gas near Naranjos, Veracruz and transports
natural gas under a 26-year contract with the Comisión Federal de Electricdad to an electricity generation station near
Tamazunchale, San Luis Potosi.


The pipeline is designed to transport initial volumes of 170 million cubic feet per day (mmcf/d). Under the contract, the
capacity of the Tamazunchale pipeline is expected to be expanded, beginning in 2009, to approximately 430 mmcf/d to
meet the needs of two additional proposed power plants near Tamazunchale.


North Baja
On February 7, 2006, North Baja Pipelines LLC (North Baja) filed an application with the FERC to expand and modify its
existing system to facilitate the importation of up to 2.7 Bcf/d of regassified LNG from Mexico into the California and
Arizona markets. Specifically, North Baja proposes to modify its existing system to accommodate bi-directional natural
gas flow, to construct a new meter station and a 36 inch pipeline to interconnect with Southern California Gas
Company, to construct approximately 74 km of lateral facilities to serve electric generation facilities, and to loop its
entire approximately 129 km existing system with a combination of 42 inch and 48 inch diameter pipeline. In addition
to its FERC certificate of public convenience and necessity, which includes a determination on environmental issues, the
project will need various permits and leases from the U.S. Bureau of Land Management, the California State Lands
Commission and other agencies. On October 6, 2006, the FERC issued a preliminary determination approving all aspects
of North Baja’s proposal other than those related to environmental issues, which will be the subject of a future order.


Keystone Pipeline
In November 2005, TransCanada, ConocoPhillips Company and ConocoPhillips Pipe Line Company (CPPL) signed a
Memorandum of Understanding which commits ConocoPhillips Company to ship crude oil on the proposed Keystone
Pipeline, and gives CPPL the right to acquire up to a 50 per cent ownership interest in the pipeline. On January 31,
2006, TransCanada announced it has secured firm, long-term contracts totalling 340,000 barrels per day with durations
averaging 18 years. The commitments were obtained through the successful completion of a binding Open Season held
during fourth quarter 2005. With these commitments from shippers, TransCanada proceeded with regulatory filings for
approval of the project.


At an estimated cost of approximately US$2.1 billion, the Keystone Pipeline is intended to transport approximately
435,000 barrels per day of crude oil from Hardisty, Alberta, to Patoka, Illinois through a 2,960 km pipeline system. The
pipeline can be expanded to 590,000 barrels per day with additional pump stations. In addition to approximately
1,730 km of new pipeline construction in the U.S., the Canadian portion of the proposed project includes the
construction of approximately 370 km of new pipeline and the conversion of approximately 860 km of TransCanada’s
existing pipeline facilities from natural gas to crude oil transmission. At December 31, 2006, the Company had
capitalized $39 million related to Keystone.


In 2006, TransCanada and TransCanada’s wholly owned subsidiary, TransCanada Keystone Pipeline GP Ltd. (Keystone),
filed two regulatory applications with the NEB for the Canadian leg of the Keystone Pipeline. In June 2006,
TransCanada filed the first application with the NEB seeking approval to transfer a portion of its Canadian Mainline
natural gas transmission facilities to Keystone for use as part of the Keystone Pipeline. As part of the transfer
application, TransCanada sought approval to reduce the Canadian Mainline’s rate base by the NBV of the transferred
facilities and to add the NBV of these facilities to the Keystone Pipeline rate base. Public hearings on the transfer
application were completed in mid-November 2006. Approval was received from the NEB in February 2007.
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In the second application, TransCanada sought approval to construct and operate new facilities in Canada including
approximately 370 km of new oil pipeline, terminal facilities at Hardisty, Alberta and required pump stations.
TransCanada is also seeking approval of the tolls and tariff for the pipeline. A decision on this application is anticipated
from the NEB in fourth quarter 2007.


In April 2006, TransCanada filed an application with the U.S. Department of State for a Presidential Permit authorizing
the construction, operation and maintenance of the U.S. portion of the Keystone Pipeline. In September 2006, the
Department of State issued a formal notice of the application as well as a Notice of Intent to prepare an Environmental
Impact Statement for the project.


In June 2006, TransCanada filed a petition with the Illinois Commerce Commission for a certificate authorizing the
pipeline and granting authority to exercise eminent domain. The matter is expected to go to hearing in March 2007.


Shippers have also expressed interest in a proposed extension of the Keystone Pipeline to Cushing, Oklahoma. Through
an Open Season, which will close at the end of first quarter 2007, binding commitments are being solicited to support
the Cushing Extension, which would expand the Keystone Pipeline from a capacity of approximately 435,000 barrels per
day to 590,000 barrels per day, and see the construction of a 468 km, 36 inch extension of the U.S. portion of the
pipeline to Cushing. The expansion and extension would enable Keystone to provide access for increasing western
Canadian crude supply to two key markets and transportation hubs at Patoka and Cushing. The expected capital cost is
US$700 million and the targeted in-service date is fourth quarter 2010.


The Heartland extension is a proposed 190 km pipeline from Hardisty which would connect Keystone to the Fort
Saskatchewan area. This extension would increase the Keystone Pipeline’s market supply reach and provide incremental
transportation service between Alberta’s two major crude oil centres. The expected capital cost is approximately
US$300 million. Discussions are under way with shippers to gauge the level of interest with an anticipation of moving
forward with commercial arrangements later in 2007. The targeted in-service date of the Heartland extension
is 2010/2011.


TransCanada is in the business of connecting energy supplies to markets and it views the Keystone opportunity as
another way of providing a valuable service to its customers. Converting one of the Company’s natural gas pipeline
assets for oil transportation is an innovative, cost-competitive way to meet the need for pipeline expansions to
accommodate anticipated growth in Canadian crude oil production during the next decade.


Mackenzie Gas Pipeline Project
The MGP is a 1,200 km natural gas pipeline proposed to be constructed from near Inuvik, Northwest Territories to the
northern border of Alberta, where it would then connect to the Alberta System. In June 2006, TransCanada submitted
an application to the EUB for approval of the Dickins-Vardie facilities, a $212-million capital project required to provide
the Alberta System interconnection facilities for Mackenzie gas volumes.


Throughout 2006, the MGP proponents participated in public hearings convened by the NEB and by a Joint Review
Panel (JRP) constituted to assess socio-economic and environmental aspects of the project. These latter hearings are
expected to conclude in second quarter 2007, with the JRP’s report ultimately being submitted into the NEB review
process. Concurrently, the project proponents have been reassessing the capital cost estimate and construction schedule
for the MGP, in light of overall industry cost escalations and labour shortages. A revised capital estimate for the project
is expected to be filed with the NEB in first quarter 2007.


Apart from the Alberta System interconnection facilities, TransCanada’s involvement with the MGP is derived from a
2003 agreement with the APG and the MGP by which TransCanada agreed to finance the APG’s one-third share of the
pipeline’s pre-development costs associated with the project. These costs are currently forecasted to be approximately
$145 million by the end of 2007. Cumulative advances made by TransCanada in this respect totalled $118 million at
December 31, 2006 and are included in Other Assets. These amounts constitute a loan to the APG, which becomes
repayable only after the date upon which the pipeline commences commercial operations. The total amount of the loan
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is expected to ultimately form part of the rate base of the pipeline, and the loan will subsequently be repaid from the
APG’s share of available future pipeline revenues or from alternate financing. If the project does not proceed,
TransCanada has no recourse against the APG for recovery of advances made. Accordingly, the recovery of the advances
is dependent upon a successful outcome of the project.


Under the terms of certain MGP agreements, TransCanada holds an option to acquire up to five per cent equity
ownership in the pipeline at the time of the decision to construct. In addition, TransCanada gains certain rights of first
refusal to acquire 50 per cent of any divestitures by existing partners and an entitlement to obtain a one-third interest
in all expansion opportunities once the APG reaches a one-third ownership share, with the other pipeline owners and
the APG sharing the balance.


Alaska Highway Pipeline Project
In 2006, TransCanada continued its discussions with Alaska North Slope producers and the State of Alaska regarding
the Alaskan portion of the proposed Alaska Highway Pipeline Project. In early 2006, Alaska’s State administration
reached a preliminary agreement with ConocoPhillips Alaska Inc., BP Exploration (Alaska) Inc. and ExxonMobil Alaska
Production Inc. for the pipeline project. However, the State Legislature did not ratify that agreement. Alaska’s new
Governor, elected in November 2006, has indicated the new administration intends to introduce a different process for
the pipeline project in 2007.


Foothills Pipe Lines Ltd. (Foothills) holds the priority right to build, own and operate the first pipeline through Canada
for the transportation of Alaskan gas. This right was granted under the Northern Pipeline Act of Canada (NPA),
following a lengthy competitive hearing before the NEB in the late 1970s, which resulted in a decision in favour of
Foothills. The NPA creates a single window regulatory regime that is uniquely available to Foothills. It has been used by
Foothills to construct facilities in Alberta, B.C. and Saskatchewan, which constitute a prebuild for the Alaska Highway
Pipeline Project, and to expand those facilities five times, the latest of which was in 1998. Continued development
under the NPA should ensure the earliest in-service date for the project.


Western Supply and Markets
The primary driver for infrastructure projects for the Alberta System is the development of natural gas supply and
market demand in the various regions served by the Alberta System. In 2006, natural gas prices were lower than in
2005 which resulted in some slowdown in natural gas drilling activity levels. Nevertheless, activity remains strong which
has resulted in supply growth in some regions of western Canada and an increased requirement for new transmission
infrastructure. The primary source of supply growth has been deeper conventional drilling in western Alberta,
northeastern B.C. and coalbed methane development in central Alberta.


TransCanada will continue to focus on the cost effective and timely connection of new gas production volumes so that
customers can promptly access markets. As well, service flexibility will continue to be a focus to ensure TransCanada
remains competitive.


TransCanada received approval from the EUB in April 2006 to construct new natural gas transmission facilities to serve
the firm intra-Alberta delivery contract requirements of oil sand developers in the Fort McKay area. These facilities
include 127 km of pipeline and three metering facilities at an estimated capital cost of $125 million. In addition to the
proposed Fort McKay facilities, TransCanada constructed additional metering facilities to serve approximately
200 mmcf/d of firm intra-Alberta delivery contracts.


Eastern Supply and Markets
Historically, TransCanada’s eastern pipeline system has been supplied by long-haul flows from western Canada and by
volumes received from storage fields and interconnecting pipelines in southwestern Ontario. In the future, the eastern
pipeline system may also be supplied by LNG deliveries from proposed regassification facilities in Québec and the
northeastern U.S.
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Power generation continues to be the primary driver for incremental gas demand in eastern Canada and the
northeastern U.S. Power projects that require significant volumes of natural gas continue to be developed, supporting
utilization of the eastern pipeline system. Aligned with these power project developments, TransCanada received NEB
approval in 2006 for two new services targeted at attracting incremental demand for natural gas transportation on the
Canadian Mainline system.


In addition, TransCanada completed construction of three NEB-approved facilities on its Canadian Mainline system in
2006. This included the Stittsville and Deux Rivières loops of approximately 38 km of 42 inch pipe with a capital cost of
approximately $113 million, and the Les Cèdres loop of approximately 21 km of 36 inch pipe with a capital cost of
$56 million.


Competition
TransCanada faces competition at both the supply end and the market end of its systems. The competition is a result of
other pipelines accessing the increasingly mature WCSB as well as markets served by TransCanada’s pipelines. In
addition, the continued expiration of long-term firm transportation (FT) contracts has resulted in significant reductions in
long-term firm contracted capacity on the Canadian Mainline, the Alberta System, the BC System and the Gas
Transmission Northwest System, and shifts to short-term firm contracts.


TransCanada’s primary source of natural gas supply is the WCSB. As of December 2005, the WCSB had remaining
discovered natural gas reserves of approximately 57 trillion cubic feet and a reserves-to-production ratio of
approximately nine years at current levels of production. Historically, additional reserves have continually been discovered
to maintain the reserves-to-production ratio at close to nine years. Natural gas prices in the future are expected to be
higher than long-term historical averages due to a tighter supply/demand balance, which should stimulate exploration
and production in the WCSB. However, the WCSB’s natural gas supply is expected to remain essentially flat. With the
expansion of capacity on TransCanada’s wholly and partially owned pipelines over the past decade and the competition
provided by other pipelines combined with significant growth in natural gas demand in Alberta, TransCanada anticipates
there will be excess pipeline capacity out of the WCSB for the foreseeable future.


TransCanada’s Alberta System is the major natural gas gathering and transportation system for the WCSB, connecting
most of the natural gas processing plants in Alberta to domestic and export markets. The Alberta System has faced,
and will continue to face, increasing competition from other pipelines. An emerging competitive issue for the Alberta
System is the existence and access to natural gas liquids (NGLs) contained in the gas that is transported by the pipeline.
The current extraction convention in Alberta allocates a heat content value to the receipt point shippers at the overall
Alberta System average gas composition. This averaging is becoming a significant issue for northern gas producers
whose gas is generally rich in NGL content as they seek to extract the full value of the NGLs. Alberta’s petrochemical
industry is also very interested in the issue as it relies on NGLs as their feedstock. The EUB is aware of the current
extraction convention inequities and has indicated that they will commission a process to address these concerns.


The Canadian Mainline is TransCanada’s cross-continental natural gas pipeline serving midwestern and eastern markets
in Canada and the U.S. The demand for natural gas in TransCanada’s key eastern markets is expected to continue to
increase, particularly to meet the expected growth in natural gas-fired power generation. Although there are
opportunities to increase market share in Canadian and U.S. export markets, TransCanada faces significant competition
in these regions. Consumers in the northeastern U.S. generally have access to an array of pipeline and supply options.
Eastern Canadian markets that historically received Canadian supplies only from TransCanada are now capable of
receiving supplies from new pipelines into the region that can source western and Atlantic Canadian, and U.S. supplies.


Over the last few years, the Canadian Mainline has experienced reductions in long-haul FT contracts. This has been
partially offset by increases in short-haul contracts. While decreases in throughput do not directly impact the Canadian
Mainline earnings, such decreases will impact the competitiveness of its tolls. Over the course of 2005 and into early
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2006, strong prices in eastern Canada and the northeastern U.S. resulted in higher than anticipated flows on the
Canadian Mainline. Moderating prices in these markets in the latter part of 2006 have reduced flows toward expected
levels. Looking forward, in the short to medium term, there is limited opportunity to further reduce per unit tolls by
increasing long-haul volumes on the Canadian Mainline.


The Gas Transmission Northwest System must compete with other pipelines to access natural gas supplies as well as to
access markets. Transportation service capacity on the Gas Transmission Northwest System provides customers with
access to supplies of natural gas primarily from the WCSB and serves markets in the Pacific Northwest, California and
Nevada. These three markets may also access supplies from other competing basins in addition to supplies from the
WCSB. Historically, natural gas supplies from the WCSB have been competitively priced in relation to natural gas
supplies from the other supply regions serving these markets. The Gas Transmission Northwest System experienced
significant contract non-renewals in 2005 and 2006 as natural gas transported from the WCSB on the Gas Transmission
Northwest System competes for the California and Nevada markets against supplies from the Rocky Mountain and
southwestern U.S. supply basins. In the Pacific Northwest market, natural gas transported on the Gas Transmission
Northwest System competes against the Rocky Mountain natural gas supply as well as additional western Canadian
supply transported by other pipelines.


In October 2006, the Gas Transmission Northwest System’s largest customer, Pacific Gas & Electric Company (PG&E),
extended its contract to October 31, 2008. In 2006, PG&E accounted for approximately 22 per cent of the Gas
Transmission Northwest System’s revenue. By October 31, 2007, PG&E will inform TransCanada whether it elects to
either extend the contract beyond November 2008, utilize the contract’s right of first refusal process or terminate
the contract.


Transportation service on North Baja provides access to natural gas supplies primarily from both the Permian Basin,
located in western Texas and southeastern New Mexico, and the San Juan Basin, primarily located in northwestern
New Mexico and Colorado. North Baja delivers gas to the Gasoducto Bajanorte Pipeline at the California/Mexico border,
which transports the gas to markets in northern Baja California, Mexico. While there are currently no direct competitors
to deliver natural gas to North Baja’s downstream markets, the pipeline may compete with fuel oil, which is an
alternative to natural gas in the operation of some electric generation plants in the North Baja region.


Counterparty Risk
The risk of counterparty default is always present. In December 2005, Calpine Corporation and certain of its subsidiaries
(Calpine) filed for bankruptcy protection in both Canada and the U.S. Calpine repudiated its transportation contracts on
certain of TransCanada’s Canadian pipelines effective January 1, 2007 as allowed under a Companies’ Creditors
Arrangement Act Order. Given that TransCanada considers itself prudent in having obtained the maximum financial
assurances allowable under the respective Canadian tariffs, TransCanada will make an application to the regulator for
recovery under the current regulatory model for any lost revenue, net of assurances and any revenues from the
defaulted capacity. Should Calpine be successful in rejecting its contracts on certain of TransCanada’s U.S. pipelines, the
unmitigated annual after-tax exposure of the contract obligations is estimated at $10 million for the Gas Transmission
Northwest System. Mitigating factors exist which may reduce this exposure including recontracting the capacity where
possible and recovery from bankruptcy proceedings. The potential impact of such mitigating factors and the resulting
net exposure are unknown at this time.


Regulatory Financial Risk
Regulatory decisions continue to have a significant impact on the financial returns for existing and future investments in
TransCanada’s Canadian wholly owned pipelines. TransCanada remains concerned that the approved financial returns
fail to be competitive with returns from assets of similar risk and will discourage additional investment in existing
Canadian natural gas transmission systems. In recent years, TransCanada applied for an ROE of 11 per cent on
40 per cent deemed common equity for both the Canadian Mainline and the Alberta System to the NEB and the EUB,
respectively. The outcome of these proceedings resulted in the Canadian Mainline’s current 36 per cent deemed equity
thickness and the Alberta System’s 35 per cent deemed equity thickness. Additionally, the NEB reaffirmed its ROE
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formula, while the EUB set a generic ROE which largely aligns with the NEB’s formula. In 2006, the NEB’s ROE formula
declined to 8.88 per cent from the 2005 ROE of 9.46 per cent and the EUB’s generic ROE declined to 8.93 per cent
from 9.50 per cent in 2005. In 2007, the Canadian Mainline and the Alberta System’s ROEs continued to decline,
dropping to 8.46 percent and 8.51 per cent, respectively.


Throughput Risk
As transportation contracts expire on TransCanada’s U.S. pipeline investments, these pipelines will be more exposed to
throughput risk and their revenues are more likely to experience increased variability. Throughput risk is created by
supply and market competition, gas basin pricing, economic activity, weather variability, pipeline competition and pricing
of alternative fuels.


Safety
TransCanada worked closely with regulators, customers and communities during 2006 to ensure the continued safety of
employees and the public. In 2006, TransCanada experienced two small diameter pipeline line-breaks located in remote
areas of northern Alberta. The breaks released sweet natural gas and resulted in minimal impact with no injuries or
property damage. Under the approved regulatory models in Canada, expenditures for pipeline integrity on the NEB and
the EUB regulated pipelines are treated on a flow-through basis and, as a result, have no impact on TransCanada’s
earnings. The Company expects to spend approximately $100 million in 2007 for pipeline integrity on its wholly owned
pipelines, which approximates the amount spent in 2006. TransCanada continues to use a rigorous risk management
system that focuses spending on issues and areas that have the largest impact on maintaining or improving the
reliability and safety of the pipeline system. TransCanada utilizes a comprehensive management system of policies,
programs and procedures to ensure the occupational safety of employees and contractors.


Environment
In 2006, TransCanada continued to address environmental issues associated with its historical operations through
proactive environmental monitoring, sampling and site remediation programs. Environmental site assessments were
completed on the assets of the BC System, the Alberta System and the Canadian Mainline. The building containment
integrity improvement program also continued at compressor station sites across the Canadian Mainline. Additionally,
the demolition and clean up of four mainline compressor plants was carried out in 2006. TransCanada will continue to
actively invest in improving its environmental protection practices in 2007 and the future.


For information on management of risks with respect to the Pipelines business, refer to the ‘‘Risks and Risk
Management’’ section of this MD&A.


As demand for natural gas continues to grow across North America, TransCanada’s Pipelines business will continue to
play a critical role in the reliable transportation of natural gas. For 2007, the business will continue to focus on the
reliable delivery of natural gas to growing markets, connecting new supply, progressing development of new
infrastructure to connect natural gas from the north, LNG in the east, and development of the Keystone Pipeline.


It is expected that producers will continue to explore and develop new fields, particularly in northeastern B.C. and the
west central foothills regions of Alberta. There will also be significant activity aimed at unconventional resources such as
coalbed methane although activity is expected to decline from last year’s level. New facilities will be required to move
this incremental supply from the location of the resource. New customer requests to serve markets in eastern Canada
and the U.S. will require expansion of certain facilities on the Canadian Mainline for 2007 and 2008. This will include
the addition of 18 MW of compression and a 7 km looping project. The estimated capital cost for these projects is
$63 million.
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It is expected that incremental supply from LNG will serve growing North American markets in the mid to long term. As
a result, TransCanada will take prudent steps to further understand the potential commercial and operational
implications of connecting LNG facilities to those systems affected.


TransCanada will continue to focus on operational excellence and collaborative efforts with all stakeholders on
negotiated settlements and service options that will increase the value of TransCanada’s business to customers and
shareholders.


Earnings
With the closing of the acquisition of ANR and Great Lakes, and the Company’s increased ownership in PipeLines LP,
TransCanada expects higher net earnings from Pipelines in 2007 compared to 2006. TransCanada’s earnings from its
Canadian Wholly Owned Pipelines are primarily determined by the average investment base, ROE, deemed common
equity and opportunity for incentive earnings. In the short to medium term, the Company expects a modest level of
investment in these mature assets and, therefore, anticipates a continued net decline in the average investment base
due to depreciation. Accordingly, without an increase in ROE, deemed common equity or incentive opportunities, future
earnings from the Canadian Wholly Owned Pipelines are anticipated to decrease. However, these mature assets will
continue to generate strong cash flows that can be redeployed to other projects offering higher returns. Under the
current regulatory model, earnings from the Canadian Wholly Owned Pipelines are not affected by short-term
fluctuations in the commodity price of natural gas, changes in throughput volumes or changes in contract levels. In
addition, the Tamazunchale pipeline will provide an increase in 2007 earnings as a result of its first full year
of operations.


In November 2006, the NEB established the 2007 ROE for the Canadian Mainline at 8.46 per cent compared to
8.88 per cent in 2006. In addition, the 2007 average investment base is expected to continue to decline. These two
factors are expected to lower earnings on the Canadian Mainline in 2007, relative to 2006, barring any offsetting
factors.


Alberta System’s earnings will be negatively influenced in 2007 by the decrease in the EUB’s generic ROE to
8.51 per cent in 2007 from 8.93 per cent in 2006, and the anticipated decrease in the average investment base. The
three-year revenue requirement settlement reached in 2005 does provide the opportunity for limited incentive earnings
as the settlement contains some at-risk components. There is a possibility that the at-risk OM&A cost components of
the settlement will have a negative impact on the Alberta System’s earnings in 2007.


In 2007, reduced firm contract volumes on the Gas Transmission Northwest System, partially due to the bankruptcy of
Calpine, are expected to have a negative impact on the Gas Transmission Northwest System’s earnings compared to
2006. It is uncertain what impact the rate case proceeding may have on the system’s financial results. Net earnings,
excluding gains, from Other Pipelines are expected to be relatively consistent with 2006.


Capital Expenditures
Total capital spending for the Wholly Owned Pipelines during 2006 was $434 million. Overall capital spending for the
Wholly Owned Pipelines in 2007 is expected to be approximately $400 million, excluding any capital expenditures
for ANR.
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2005 2004


Canadian Mainline(1) 2,997 2,621
Alberta System(2) 3,999 3,909
Gas Transmission Northwest System(3) 777 181
Foothills 1,051 1,139
BC System 321 360
North Baja(3) 84 13
Great Lakes 850 801
Northern Border 808 845
Iroquois 394 356
TQM 166 159
Ventures LP 138 136
Portland 62 50
Tuscarora 25 25
Gas Pacifico 34 28
TransGas 19 18
Tamazunchale(4) – –


(1) Canadian Mainline deliveries originating at the Alberta border and in Saskatchewan in 2006 were 2,224 Bcf (2005 – 2,215 Bcf; 2004 –
2,017 Bcf).


(2) Field receipt volumes for the Alberta System in 2006 were 4,160 Bcf (2005 – 4,034 Bcf; 2004 – 3,952 Bcf).
(3) TransCanada acquired GTN on November 1, 2004. The delivery volumes for 2004 represent November and December 2004 throughput


for GTN.
(4) The Tamazunchale pipeline went into service December 1, 2006.
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NATURAL GAS THROUGHPUT VOLUMES
(Bcf)


2006


2,955
4,051


790
1,051


351
95


816
799
384
158
179
52
28
52
22


–
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ENERGY


Power Generation


Bear Creek


MacKay River


Redwater


Sundance A PPA


Sundance B PPA (50% ownership)


Sheerness PPA


Carseland


Cancarb


Bruce Power 
(Bruce A – 48.7%, Bruce B – 31.6%)


Halton Hills
(in development)


Portlands Energy
(under construction)


Bécancour


Cartier Wind 
(62% ownership, under construction)


Grandview


TC Hydro


OSP


Natural Gas Storage


Edson


CrossAlta


Liquefied Natural Gas


Cacouna
(proposed by TransCanada and Petro-Canada)


Broadwater
(proposed by TransCanada and Shell US Gas 
& Power LLC)


19


20


BEAR CREEK An 80 MW natural gas-fired cogeneration plant located near Grande Prairie, Alberta.


MACKAY RIVER A 165 MW natural gas-fired cogeneration plant located near Fort McMurray, Alberta.


REDWATER A 40 MW natural gas-fired cogeneration plant located near Redwater, Alberta.


SUNDANCE A&B The Sundance power facility in Alberta is the largest coal-fired electrical generating facility in
Western Canada. TransCanada owns the 560 MW Sundance A PPA, which expires in 2017. TransCanada effectively
owns 50 per cent of the 706 MW Sundance B PPA, which expires in 2020.


SHEERNESS The Sheerness plant consists of two 390 MW coal-fired thermal power generating units. TransCanada
owns the 756 MW Sheerness PPA, which expires in 2020.


CARSELAND An 80 MW natural gas-fired cogeneration plant located near Carseland, Alberta.
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CANCARB The 27 MW Cancarb facility at Medicine Hat, Alberta is fuelled by waste heat from TransCanada’s adjacent
thermal carbon black facility.


BRUCE POWER TransCanada owns 31.6 per cent of Bruce B, consisting of operating Units 5 to 8 with approximately
3,200 MW of generating capacity. In addition, TransCanada owns 48.7 per cent of Bruce A, consisting of operating
Units 3 and 4 with approximately 1,500 MW of generating capacity and currently idle Units 1 and 2 with approximately
1,500 MW of generating capacity, which are currently being refurbished and are expected to restart in late 2009 or
early 2010.


HALTON HILLS The 683 MW natural gas-fired power plant near the town of Halton Hills, Ontario is under
development and is expected to be placed in service in second quarter 2010.


PORTLANDS ENERGY The 550 MW high efficiency, combined cycle natural gas generation power plant located in
downtown Toronto is 50 percent owned by TransCanada and is under construction. The plant is expected to be
operational in simple-cycle mode, delivering 340 MW of electricity to the City of Toronto beginning June 2008. It is
anticipated to be fully commissioned in its full combined-cycle mode, delivering 550 MW of power in second
quarter 2009.


BÉCANCOUR Construction of the 550 MW Bécancour natural gas-fired cogeneration power plant located near Trois-
Rivières, Québec was completed and the plant placed into service in September 2006. The entire power output will be
supplied to Hydro-Québec under a 20-year power purchase contract. Steam is also sold to industrial customers for use
in commercial processes.


CARTIER WIND Construction of the 740 MW Cartier Wind project, 62 per cent owned by TransCanada, continued in
2006. The first of six wind projects, Baie-des-Sables, with a generation capacity of 110 MW, was placed into service in
November 2006. Planning and construction on the remaining five projects will continue, subject to future appropriations
and approvals.


GRANDVIEW A 90 MW natural gas-fired cogeneration power plant located in Saint John, New Brunswick was
commissioned and placed into service in January 2005. Under a 20-year tolling arrangement, 100 per cent of the plant’s
heat and electricity output is sold to Irving Oil.


TC HYDRO TransCanada’s hydroelectric facilities on the Connecticut and Deerfield Rivers consist of 13 stations and
associated dams and reservoirs with a total generating capacity of 567 MW and are located in New Hampshire,
Vermont and Massachusetts.


OSP The OSP plant is a 560 MW natural gas-fired, combined-cycle facility in Rhode Island.


EDSON Edson is an underground natural gas storage facility connected to the Alberta System located near Edson,
Alberta. The central processing system is capable of maximum injection and withdrawal rates of 725 mmcf/d of natural
gas. Edson has a working natural gas storage capacity of approximately 50 Bcf. Construction of the Edson facility was
substantially completed in third quarter 2006 and the facility was placed into service on December 31, 2006.


CROSSALTA CrossAlta is an underground natural gas storage facility connected to the Alberta System and is located
near Crossfield, Alberta. CrossAlta has a working natural gas capacity of 50 Bcf with a maximum deliverability capability
of 400 mmcf/d. TransCanada holds a 60 per cent ownership in CrossAlta.


CACOUNA Cacouna, a joint venture with Petro-Canada, is a proposed LNG project in Québec at Gros Cacouna
harbour on the St. Lawrence River, capable of receiving, storing and regassifying imported LNG with an average
send-out capacity of approximately 500 mmcf/d of natural gas.


BROADWATER Broadwater, a joint venture with Shell US Gas & Power LLC, is a proposed LNG project located
offshore of New York State in Long Island Sound, capable of receiving, storing and regassifying imported LNG with an
average send-out capacity of approximately 1 Bcf/d of natural gas.
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Net Earnings
• Energy’s net earnings in 2006 were $452 million compared to $566 million in 2005.


• Excluding gains related to Power LP and Paiton Energy in 2005, Energy’s net earnings in 2006 increased $194 million
to $452 million compared to $258 million in 2005, primarily due to increased operating income from Western Power
Operations.


Expanding Asset Base
• At December 31, 2006, approximately 2,100 MW of new power plants were under construction, with an anticipated


total capital cost of more than $3.2 billion.


• Since 1999, TransCanada’s Power business has grown its nominal generating capacity by approximately 5,200 MW
(including 2,100 MW under construction), representing an investment of more than $4 billion to the end of 2006.
TransCanada has committed an additional $1.9 billion to complete the assets under construction.


Power
• In September 2006, the Bécancour cogeneration plant was commissioned and placed into service.


• Construction on the Portlands Energy project commenced in September 2006.


• In November 2006, construction on the Baie-des-Sables Cartier Wind project was completed and placed
into service.


• In November 2006, TransCanada was awarded a contract to build, own and operate a natural gas-fired power
plant near the town of Halton Hills, Ontario.


• In 2006, construction continued on the Bruce A restart and refurbishment project, which includes restart of the
currently idle Units 1 and 2, and replacement of the steam generators on Unit 4.


• 2006 included the first full year of earnings from the Sheerness PPA, acquired in December 2005 from the Alberta
Balancing Pool.


Natural Gas Storage
• Construction of the Edson natural gas storage facility was substantially completed in third quarter 2006 and was


placed into service on December 31, 2006.


Plant Availability
• Weighted average power plant availability was 93 per cent in 2006, excluding Bruce Power, compared to 87 per cent


in 2005.


• Including Bruce Power, weighted average power plant availability was 91 per cent in 2006, compared to 84 per cent
in 2005.
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2005 2004


Bruce Power 195 130
Western Power Operations 123 138
Eastern Power Operations 137 108
Natural Gas Storage 32 27
Power LP Investment 29 29
General, administrative, support costs and other (129) (127)


Operating income 387 305
Financial charges (11) (13)
Interest income and other 5 14
Income taxes (123) (95)


258 211
Gain on sale of Paiton Energy 115 –
Gains related to Power LP 193 187


Net earnings 566 398


Energy’s net earnings in 2006 were $452 million compared to $566 million
in 2005. In 2005, TransCanada sold its approximate 11 per cent interest in
Paiton Energy to subsidiaries of the Tokyo Electric Power Company for gross
proceeds of US$103 million ($122 million) resulting in an after-tax gain of
$115 million. In August 2005, TransCanada sold its ownership interest in
Power LP to EPCOR Utilities Inc. (EPCOR) for net proceeds of $523 million
resulting in an after-tax gain of $193 million.


Excluding the Paiton Energy and Power LP-related gains in 2005, Energy’s
net earnings in 2006 of $452 million increased $194 million compared
to $258 million in 2005. The increase was primarily due to higher
contributions from each of its existing businesses and a $23-million


2004


187


2005


308


566


398


2006


452


258
211


Energy Net Earnings
(millions of dollars)


Power Sales
Volumes (GWh)


2004


30,920


2005


30,009


2006


37,984


Gains related to Power LP and Paiton Energy
favourable impact on future income taxes arising from reductions


in Canadian federal and provincial corporate income tax rates enacted in 2006. Partially offsetting these increases was
the loss of operating income associated with the sale of the Power LP interest in 2005 and reduced earnings in 2006
due to the effect of a weaker U.S. dollar on earnings from Energy’s U.S. operations.


Included in 2004 net earnings was an after-tax gain of $187 million comprising a $15-million after-tax gain on the sale
of TransCanada’s Curtis Palmer and ManChief power facilities to Power LP as well as $172 million of after-tax
dilution gains.


Excluding the gain on the sale of Paiton Energy in 2005 and Power LP-related gains in 2005 and 2004, Energy’s net
earnings for the year ended December 31, 2005 of $258 million increased $47 million compared to $211 million in
2004. The increase was primarily due to higher operating income from Bruce Power and Eastern Power Operations,
partially offset by a reduced contribution from Western Power Operations and lower interest income and other.
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2006


235
297
187
93


–
(144)


668
(23)


5
(198)


452
–
–


452
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MW Fuel Type


2,474 Nuclear


Sheerness(2) 756 Coal
Sundance A(3) 560 Coal
Sundance B(3) 353 Coal
MacKay River 165 Natural gas
Carseland 80 Natural gas
Bear Creek 80 Natural gas
Redwater 40 Natural gas
Cancarb 27 Natural gas


2,061


Halton Hills(4) 683 Natural gas
TC Hydro(5) 567 Hydro
OSP 560 Natural gas
Bécancour(6) 550 Natural gas
Cartier Wind(7) 458 Wind
Portlands Energy(8) 275 Natural gas
Grandview(9) 90 Natural gas


3,183


Total Nominal Generating Capacity 7,718


(1) Represents TransCanada’s 48.7 per cent proportionate interest in Bruce A and 31.6 per cent proportionate interest in Bruce B. Bruce A
consists of four 750 MW reactors. Bruce A Unit 3 was returned to service in first quarter 2004. Bruce A Units 1 and 2 are currently being
refurbished and are expected to restart in late 2009 or early 2010. Bruce B consists of four reactors which are currently in operation, with
a combined capacity of approximately 3,200 MW.


(2) TransCanada directly acquires 756 MW from Sheerness through a long-term PPA.
(3) TransCanada directly or indirectly acquires 560 MW from Sundance A and 353 MW from Sundance B through long-term PPAs, which


represents 100 per cent of the Sundance A and 50 per cent of the Sundance B power plant output, respectively.
(4) Currently in development.
(5) Acquired in second quarter 2005.
(6) Placed in service in third quarter 2006.
(7) First of six wind farms placed in service in fourth quarter 2006. Represents TransCanada’s 62 per cent share of the total 740 MW project.
(8) Currently under construction. Represents TransCanada’s 50 per cent share of this 550 MW facility.
(9) Placed in service in first quarter 2005.


Bruce Power
On October 31, 2005, Bruce Power and the OPA completed a long-term agreement whereby Bruce A will restart and
refurbish the currently idle Units 1 and 2, extend the operating life of Unit 3 by replacing its steam generators and fuel
channels when required and replace the steam generators on Unit 4. As a result of an agreement between Bruce Power
and the OPA, and Cameco Corporation’s (Cameco) decision not to participate in the restart and refurbishment program,
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the Bruce A partnership was formed by TransCanada and BPC Generation Infrastructure Trust (BPC), with each owning
a 48.7 per cent (2005 – 47.9 per cent) interest in Bruce A at December 31, 2006. TransCanada and BPC each incurred
a net cash outlay of approximately $100 million in 2005 to acquire Cameco’s interest. The remaining 2.6 per cent is
owned by the Power Worker’s Union Trust No. 1 and The Society of Energy Professionals Trust. The Bruce A partnership
subleases the Bruce A facilities, which comprises Units 1 to 4, from Bruce B. TransCanada continues to own
31.6 per cent of Bruce B, which consists of Units 5 to 8.


Upon reorganization, both Bruce A and Bruce B became jointly controlled entities and TransCanada proportionately
consolidated these investments on a prospective basis from October 31, 2005. The following Bruce Power financial
results reflect the operations of the full six-unit operation for all periods.


2005 2004


Revenues
Power 1,907 1,563
Other(2) 35 20


1,942 1,583


Operating expenses
Operations and maintenance (871) (793)
Fuel (77) (68)
Supplemental rent (164) (156)
Depreciation and amortization (198) (161)


(1,310) (1,178)


Revenues, net of operating expenses 632 405
Financial charges under equity accounting(3) (58) (67)


574 338


TransCanada’s proportionate share 188 107
Adjustments 7 23


TransCanada’s operating income from Bruce Power(3) 195 130


Plant availability 80% 82%
Sales volumes (GWh)(4)


Bruce Power – 100 per cent 32,900 33,600
TransCanada’s proportionate share 10,732 10,608


Results per MWh(5)


Bruce A revenues
Bruce B revenues
Combined Bruce Power revenues $58 $47
Combined Bruce Power fuel $2 $2
Combined Bruce Power total operating expenses(6) $40 $35


Percentage of output sold to spot market 49% 52%


(1) All information in this table includes adjustments to eliminate the effects of inter-partnership transactions between Bruce A and Bruce B.
(2) Includes fuel cost recoveries for Bruce A of $30 million for 2006 ($4 million from November 1 to December 31, 2005).
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Year ended December 31 (millions of dollars)


2006
Bruce Power (100 per cent basis)


1,861
71


1,932


(912)
(96)


(170)
(134)


(1,312)


620
–


620


228
7


235


Bruce Power – Other Information
88%


36,470
13,317


$58
$48
$51
$3


$35
35%
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(3) TransCanada’s consolidated equity income in 2005 includes $168 million which represents TransCanada’s 31.6 per cent share of Bruce
Power earnings for the ten months ended October 31, 2005.


(4) Gigawatt hours.
(5) Megawatt hours.
(6) Net of fuel cost recoveries. 


TransCanada’s operating income from its combined investment in Bruce Power for 2006 was $235 million compared to
$195 million for 2005. The increase of $40 million was primarily due to an increased ownership interest in the Bruce A
facilities and higher sales volumes resulting from increased plant availability, partially offset by lower overall realized
prices.


Combined Bruce Power prices achieved during 2006 (excluding other revenues) were $51 per MWh compared to $58
per MWh in 2005, reflecting lower prices on uncontracted volumes sold into the spot market. Bruce Power’s combined
operating expenses (net of fuel cost recoveries) decreased to $35 per MWh for 2006 from $40 per MWh in 2005
primarily due to increased output and higher fuel cost recoveries in 2006.


The Bruce units ran at a combined average availability of 88 per cent in 2006, compared to an 80 per cent average
availability during 2005. The higher availability in 2006 was the result of 114 fewer days of planned maintenance
outages as well as 65 fewer forced outage days in 2006 compared to 2005.


TransCanada’s operating income from its combined investment in Bruce Power for 2005 was $195 million compared to
$130 million for the same period in 2004. This increase was primarily due to higher realized prices in 2005, partially
offset by higher maintenance costs, higher depreciation and lower capitalization of labour and other in-house costs
following the restart of Unit 3 in first quarter 2004.


Adjustments to TransCanada’s combined interest in Bruce Power’s income before income taxes for 2005 were lower
than in 2004 primarily due to a lower amortization of the purchase price allocated to the fair value of sales contracts in
place at the time of acquisition.


Income from Bruce B is directly impacted by fluctuations in wholesale spot market prices for electricity. Income from
both Bruce A and Bruce B units is impacted by overall plant availability, which in turn, is impacted by scheduled and
unscheduled maintenance. To reduce its exposure to spot market prices, as at December 31, 2006, Bruce B entered into
fixed price sales contracts to sell forward approximately 6,900 GWh for 2007 and 2,900 GWh for 2008. As a result of
the contract with the OPA, all of the output from Bruce A was sold at a fixed price of $58.63 per MWh ($57.37 to
March 31, 2006), before recovery of fuel costs from the OPA. Under the terms of the arrangement between Bruce A
and the OPA, effective October 31, 2005, Bruce A receives a contract price for power generated, whereby the price is
adjusted for inflation annually on April 1. Post refurbishment, prices are adjusted for any capital cost variances
associated with the restart and refurbishment projects. Bruce A contract prices will not vary with changes in the
wholesale price of power in the Ontario market. As part of this contract, sales from the Bruce B Units 5 to 8 are subject
to a floor price of $45.99 per MWh ($45.00 to March 31, 2006), adjusted annually for inflation on April 1. Payments
received pursuant to the Bruce B floor price mechanism may be subject to a recapture payment dependent on annual
spot prices over the term of the contract. Bruce B net earnings to December 31, 2006 included no amounts received
pursuant to this floor mechanism.


The overall plant availability percentage in 2007 is expected to be in the low 90s for the four Bruce B units and the mid
70s for the two operating Bruce A units. Two planned outages are scheduled for Bruce A Unit 3 with the first outage
expected to last one month in second quarter 2007 and a second outage expected to last approximately two months
beginning in late third quarter 2007. A one month outage of Bruce A Unit 4 is expected to commence in first quarter
2007. The only planned maintenance outage for 2007 for Bruce B is an approximately two and a half month outage
for Unit 6 that began in January 2007 and is expected to be completed in early second quarter 2007.
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The Bruce partners have agreed that all excess cash from both Bruce A and Bruce B will be distributed on a monthly
basis and that separate cash calls will be made for major capital projects, including the Bruce A restart and
refurbishment project.


The project to restart and refurbish Bruce A Units 1 and 2 was initiated in 2005. Substantial work on the project began
in 2006 after Bruce received formal acceptance of its environmental assessment from the Canadian Nuclear Safety
Commission in July 2006. Bruce Power has separated Units 1 and 2 from the operating reactors in Units 3 and 4. At
the end of December 2006, eight replacement steam generators had been delivered and preparations made for the
installation in early 2007. Work on manufacturing the Unit 4 steam generators also occurred during the year.


Bruce Power’s capital program for the restart and refurbishment project is expected to total approximately $4.25 billion
and TransCanada’s approximately $2.125 billion share will be financed through capital contributions to 2011. A capital
cost risk-and reward-sharing schedule with the OPA is in place for spending below or in excess of the $4.25 billion base
case estimate. The first unit is expected to be online in late 2009, subject to approval by the Canadian Nuclear Safety
Commission. Restarting Units 1 and 2, which have a capacity of approximately 1,500 MW, will boost the Bruce
facilities’ overall output to more than 6,200 MW. As at December 31, 2006, Bruce A had incurred $1.092 billion in
costs with respect to the restart and refurbishment project.


Western Power Operations
As at December 31, 2006, Western Power Operations directly controlled approximately 2,100 MW of power supply in
Alberta from its three long-term PPAs and five natural gas-fired cogeneration facilities. The Western Power Operations
power supply portfolio comprises approximately 1,700 MW of low-cost, base-load coal-fired generation supply and
approximately 400 MW of natural gas-fired cogeneration assets. This supply portfolio is among the lowest-cost, most
competitive generation in the Alberta market area. The three long-term PPAs include the December 31, 2005
acquisition of the remaining rights and obligations of the 756 MW Sheerness PPA in addition to the Sundance A and
Sundance B PPAs acquired in 2001 and 2002, respectively. The Sheerness PPA was acquired from the Alberta Balancing
Pool for $585 million on December 31, 2005 and has a remaining term of approximately 14 years. The PPAs entitle
TransCanada to the output capacity of these coal facilities, ending in 2017 to 2020. The success of Western Power
Operations is the direct result of its two integrated functions – marketing and plant operations.


The marketing function, based in Calgary, Alberta, purchases and resells electricity sourced from the PPAs, markets
uncommitted generation volumes from the cogeneration facilities, and purchases and resells power and gas to maximize
the value of the cogeneration facilities. The marketing function is integral to optimizing Energy’s return from its
portfolio of power supply and managing risks around uncontracted volumes. A portion of TransCanada’s supply is held
for sale in the spot market for operational reasons and is also dependent upon the availability of acceptable contract
terms in the forward market. This approach to portfolio management assists in minimizing costs in situations where
TransCanada would otherwise have to purchase power in the open market to fulfil its contractual obligations. In 2006,
approximately 35 per cent of power sales volumes were sold into the spot market. To reduce exposure to spot market
prices of uncontracted volumes, as at December 31, 2006, Western Power Operations entered into fixed price sales
contracts to sell forward approximately 10,600 GWh for 2007 and 8,300 GWh for 2008.


Plant operations consist of five natural gas-fired cogeneration power plants located in Alberta with an approximate
combined output capacity of 400 MW ranging from 27 MW to 165 MW per facility. A portion of the expected output
is sold under long-term contracts and the remainder is subject to fluctuations in the price of power and gas. Market
heat rate is an economic measure for natural gas-fired power plants determined by dividing the average price of power
per MWh by the average price of natural gas per gigajoule (GJ) for a given period. To the extent power is not sold
under long-term contracts and plant fuel gas has not been purchased under long-term contracts, the higher the market
heat rate, the more profitable is a natural gas-fired generating facility. Market heat rates in Alberta increased in 2006 by
more than 60 per cent as a result of a decrease in average spot market natural gas prices combined with an increase in
power prices. Market heat rates averaged approximately 13.5 GJ/MWh in 2006 compared to approximately
8.3 GJ/MWh in 2005. The market heat rates are expected to return to more modest levels in 2007.
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All plants in Western Power Operations operated with an average plant availability in 2006 of approximately
88 per cent compared to 85 per cent in 2005. Bear Creek returned to service in mid 2006 after experiencing an
unplanned outage in 2005 resulting from technical difficulties with its gas turbine. Since its return to service, it has
operated as expected.


2005 2004
Revenues


Power 715 606
Other(1) 158 120


873 726


Commodity purchases resold
Power (476) (377)
Other(1) (104) (64)


(580) (441)


Plant operating costs and other (149) (125)
Depreciation (21) (22)


Operating income 123 138


(1) Includes Cancarb Thermax and natural gas sales.


2005 2004


Generation 2,245 2,105
Purchased


Sundance A & B and Sheerness PPAs 6,974 6,842
Other purchases 2,687 2,748


11,906 11,695


Contracted 10,374 10,705
Spot 1,532 990


11,906 11,695


Operating income in 2006 of $297 million was $174 million higher than the $123 million earned in 2005. This increase
was primarily due to incremental earnings from the December 31, 2005 acquisition of the 756 MW Sheerness PPA and
increased margins from a combination of higher overall realized power prices and higher market heat rates on
uncontracted volumes of power sold. Revenues and commodity purchases resold increased in 2006 compared to 2005
primarily due to the acquisition of the Sheerness PPA, as well as higher realized power prices. Plant operating costs and
other, which include fuel gas consumed in generation, decreased due to lower natural gas prices. Purchased power
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Western Power Operations Results-at-a-Glance
Year ended December 31 (millions of dollars)


2006


1,185
169


1,354


(767)
(135)


(902)


(135)
(20)


297


Western Power Operations Sales Volumes
Year ended December 31 (GWh)


2006
Supply


2,259


12,712
1,905


16,876


Contracted vs. Spot
11,029
5,847


16,876
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volumes in 2006 increased compared to 2005 primarily due to the acquisition of the Sheerness PPA. In 2006,
approximately 35 per cent of power sales volumes were sold into the spot market compared to 13 per cent in 2005.


Operating income for 2005 was $123 million or $15 million lower compared to $138 million earned in 2004. This
decrease was primarily due to reduced margins in 2005 resulting from the lower market heat rates on uncontracted
volumes of power generated, fee revenues earned in 2004 from Power LP and a lower contribution from Bear Creek.
Revenues and commodity purchases resold increased in 2005, compared to 2004, primarily due to higher realized
prices. Plant operating costs and other, which include fuel gas consumed in generation, increased due to higher
operating and fuel usage costs at MacKay River resulting from a full year of operation and higher natural gas prices.
Generation volumes in 2005 increased compared to 2004 primarily due to a full year of operations at MacKay River,
partially offset by an unplanned outage at Bear Creek. TransCanada ceased to earn fees to manage and operate
Power LP’s plants with the sale of Power LP in August 2005. In 2005, approximately 13 per cent of power sales
volumes were sold into the spot market compared to eight per cent in 2004.


Eastern Power Operations
Eastern Power Operations conducts its business primarily in the deregulated New England power market and in eastern
Canada. In the New England market, Eastern Power Operations has established a successful marketing operation and in
2006, significantly increased its marketing presence. Growth in generation capacity in eastern Canada was also
significant. The first of the six Cartier Wind wind farm projects, Baie-des-Sables, was placed in service in
November 2006. The 550 MW Bécancour power plant near Trois Rivières, Québec began operations in
September 2006. Including facilities that are under construction or in development, Eastern Power Operations owns
approximately 3,200 MW of power generation capacity. To reduce exposure to spot market prices of uncontracted
volumes, as at December 31, 2006, Eastern Power Operations had fixed price sales contracts to sell forward
approximately 11,900 GWh for 2007 and 9,600 GWh for 2008.


Eastern Power Operations’ success in the New England deregulated power markets is the direct result of a
knowledgeable, region-specific marketing operation which is conducted through its wholly owned subsidiary,
TransCanada Power Marketing Ltd. (TCPM), located in Westborough, Massachusetts. TCPM has firmly established itself
as a leading energy provider and marketer in the region and is focused on selling power under short- and long-term
contracts to wholesale, commercial and industrial customers while managing a portfolio of power supplies sourced from
both its own generation and wholesale power purchases. TCPM is a full requirement electric service provider offering
varied products and services to assist customers in managing their power supply and power prices in volatile
deregulated power markets.


Eastern Power Operations’ current operating power generation assets are TC Hydro, OSP, Bécancour, Grandview and the
Baie-des-Sables wind farm. The TC Hydro assets include 13 hydroelectric stations housing 39 hydroelectric generating
units on the Connecticut River System in New Hampshire and Vermont and the Deerfield River System in Massachusetts
and Vermont. Water flows in 2006 through the hydro assets were above long-term averages as a result of higher
precipitation in the areas surrounding the river systems. These higher than expected water flows were partially offset by
lower than expected power prices in the market during 2006.


OSP is a 560 MW natural gas-fired plant located in Rhode Island, owned 100 per cent by TransCanada. In 2006, plant
availability and utilization of the OSP facility improved compared to 2005. OSP realized lower overall natural gas fuel
supply costs in 2006 compared to 2005 due to lower spot prices of natural gas as a result of a restructuring of its
long-term gas supply contracts which took place in 2005.


Bécancour is a 550 MW natural gas-fired cogeneration plant located near Trois Rivières, Québec. After nearly three
years of planning and construction, and an investment of approximately $500 million, Bécancour was placed in service
in September 2006. The facility is capable of generating approximately 4,500 GWh of power per year. Under long-term
contracts, the facility will supply electricity to Hydro-Québec to help meet growing electricity demands and provide an
important source of steam for industrial processes.
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Grandview is a 90 MW natural gas-fired cogeneration facility on the site of the Irving Oil Refinery (Irving) in Saint John,
New Brunswick. Under a 20-year tolling arrangement which will expire in 2025, Irving supplies fuel for the plant and
contracts for 100 per cent of the plant’s heat and electricity output.


Eastern Power Operations’ growing presence in eastern Canada is represented by the development of the Portlands
Energy project and the Halton Hills power plant and construction in 2007 on the second and third of six proposed wind
farms of the Cartier Wind project.


In November 2006, the Baie-des-Sable wind farm went into commercial operation and is currently one of the largest
wind farms in Canada, providing up to 110 MW of power to the Hydro Québec grid. Baie-des-Sable is the first phase
of a multi-phase, multi-year project called the Cartier Wind project that is owned 62 per cent by TransCanada. The
other phases of Cartier Wind will continue, subject to future appropriations and approvals, through 2012 at six different
locations in the Gaspé region of Québec and capacity is expected to total 740 MW when all phases are complete.
Commitments are in place for the 100 MW Anse à Valleau phase and the 100 MW Carleton phase. Anse à Valleau is
presently under construction and is expected to be placed into commercial service during third quarter 2007 and
construction at Carleton will commence in late 2007 with expected commercial service to begin in fourth quarter 2008.


In September 2006, Portlands Energy, a 50/50 partnership between Ontario Power Generation and TransCanada,
announced that it had signed a 20-year ACES contract with the OPA to construct a 550 MW high efficiency, combined-
cycle natural gas generation plant to be located in downtown Toronto, Ontario. The capital cost of the Portlands Energy
project is estimated to be approximately $730 million and is expected to be operational in simple cycle mode, delivering
340 MW of electricity to the City of Toronto, beginning June 1, 2008. Upon the expected completion in second quarter
2009, the Company anticipates that this plant will provide up to 550 MW of power under the ACES contract.


In November 2006, TransCanada announced that it had been awarded a 20-year Greater Toronto Area (GTA) West
Trafalgar Clean Energy Supply contract by the OPA to build, own and operate a 683 MW natural gas-fired power plant
near the town of Halton Hills, Ontario. TransCanada expects to invest approximately $670 million in the Halton Hills
Generating Station, which is anticipated to be in service in second quarter 2010.


On June 15, 2006, the FERC approved a settlement agreement to implement a newly-designed Forward Capacity
Market (FCM) for power generation in the New England power markets. The FCM design is intended to promote
investment in new and existing power resources needed to meet the growing consumer demand and maintain a
reliable power system. The settlement agreement provides for a multi-year transition period beginning in
December 2006 and ending in 2010, whereby fixed payments, ranging from US$3.05 to US$4.10 per kilowatt-month,
will be made to owners of existing installed capacity. These payments will be reduced in the event of facility-forced
outages. Eastern Power Operations’ 560 MW OSP plant and 567 MW TC Hydro generation facilities are eligible to
receive payments during the transition period starting in December 2006. Under the new FCM design, Independent
System Operator New England will project the needs of the power system three years in advance and then hold an
annual auction to purchase power resources to satisfy a region’s future needs. June 1, 2010 is identified as the first
period for which suppliers would receive payments pursuant to the FCM auction mechanism.


48







MANAGEMENT’S DISCUSSION AND ANALYSIS


2005 2004


Revenues
Power 505 535
Other(2) 412 238


917 773


Commodity purchases resold
Power (215) (288)
Other(2) (373) (211)


(588) (499)


Plant operating costs and other (167) (146)
Depreciation (25) (20)


Operating income 137 108


(1) Curtis Palmer is included until April 30, 2004.
(2) Other includes natural gas.


2005 2004


Generation 2,879 1,467
Purchased 2,627 4,731


5,506 6,198


Contracted 4,919 6,055
Spot 587 143


5,506 6,198


(1) Curtis Palmer is included until April 30, 2004.


Operating income for 2006 was $187 million or $50 million higher than the $137 million earned in 2005. This increase
is primarily due to incremental income from the full year of ownership of the TC Hydro assets, the placing into service
of the 550 MW Bécancour cogeneration plant in September 2006, a $10-million after-tax one-time restructuring
payment in first quarter 2005 from OSP to its natural gas fuel suppliers, and higher overall margins on power sales
volumes in 2006. Partially offsetting these increases was the negative impact of a weaker U.S. dollar in 2006 compared
to 2005.


Eastern Power Operations’ revenues in 2006 were $1,081 or $164 million higher than the $917 million earned in 2005.
This is due to the placing into service of the Bécancour facility, increased sales volumes to commercial and industrial
customers, and higher realized prices. Other revenue and other commodity purchases resold decreased year-over-year as
a result of a reduction in the quantity of natural gas purchased and resold under the new natural gas supply contracts
at OSP. Power commodity purchases resold were higher in 2006 due to the impact of higher purchased volumes,
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Eastern Power Operations Results-at-a-Glance(1)


Year ended December 31 (millions of dollars)
2006


789
292


1,081


(379)
(257)


(636)


(226)
(32)


187


Eastern Power Operations Sales Volumes(1)


Year ended December 31 (GWh)
2006


Supply
4,700
3,091


7,791


Contracted vs. Spot
7,374


417


7,791
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combined with higher prices for purchased power. Purchased power volumes were higher in 2006 due to higher
contracted sales volumes, partially offset by the increased power generation from the purchase of the TC Hydro assets
as volumes generated from the TC Hydro assets reduced the requirement to purchase power to fulfil contractual sales
obligations. Plant operating costs and other in 2006 were higher primarily due to the full year of operations of the TC
Hydro assets as well as the placing into service of the Bécancour and Baie-des-Sables facilities.


Operating income for 2005 was $137 million or $29 million higher than the $108 million earned in 2004. The
incremental income from the acquisition of the TC Hydro assets and income from the Grandview cogeneration facility
were the primary reasons for this increase. Partially offsetting these increases were the contract restructuring payment
made by OSP in first quarter 2005, a $10-million after-tax reduction in income as a result of the sale of Curtis Palmer to
Power LP in April 2004, and a loss of operating income primarily associated with the expiration of certain long-term
sales contracts in 2004.


Power LP Divestiture
On August 31, 2005, TransCanada sold all of its interest in Power LP to EPCOR for net proceeds of $523 million
resulting in an after-tax gain of $193 million. This divestiture included approximately 14.5 million partnership units,
representing approximately 30.6 per cent of the outstanding units, 100 per cent of the general partnership of Power LP,
and management and operations agreements governing the ongoing operation of Power LP’s generation assets.
TransCanada’s investment in Power LP generated operating income of $29 million in each of 2005 and 2004.


Plant Availability


Weighted average power plant availability for all plants, excluding Bruce Power, was 93 per cent in
2006 compared to 87 per cent in 2005 and 96 per cent in 2004. Plant availability represents the
percentage of time in the year that the plant is available to generate power, whether actually
running or not, and is reduced by planned and unplanned outages. Western Power Operations’
plant availability was impacted in 2006 and 2005 by an unplanned outage at Bear Creek, which
returned to service in August 2006. An additional planned outage was taken in 2005 at the
MacKay River facility, further decreasing the plant availability for Western Power Operations in
2005. Availability of 95 per cent was achieved in Eastern Power Operations in 2006. Availability was
lower in 2005 as a result of OSP experiencing two significant outages.


Plant Availability
excluding Bruce Power
(per cent) 


2004


96


2005


87


2006


93


2005 2004


Bruce Power(2) 80% 82%
Western Power Operations(3) 85% 95%
Eastern Power Operations(4) 83% 95%
Power LP investment(5) 94% 97%
All plants, excluding Bruce Power investment 87% 96%
All plants 84% 90%


(1) Plant availability represents the percentage of time in the period that the plant is available to generate power, whether actually running or
not and is reduced by planned and unplanned outages.


(2) Bruce A Unit 3 is included effective March 1, 2004.
(3) The Sheerness PPA is included in Western Power Operations, effective December 31, 2005.
(4) TC Hydro, Bécancour and Cartier Wind’s Baie-des-Sables are included in Eastern Power Operations effective April 1, 2005, September 17,


2006 and November 21, 2006, respectively.
(5) Power LP is included to August 31, 2005.
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Year ended December 31
2006


88%
88%
95%


–
93%
91%
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Natural Gas Storage
With the completion of the 50 Bcf Edson storage facility, TransCanada became one of the largest natural gas storage
providers in western Canada in 2006. TransCanada owns or controls 138 Bcf of natural gas storage capacity in Alberta,
which includes a 60 per cent ownership interest in CrossAlta Gas Storage & Services Ltd. (CrossAlta), an independently
operated 50 Bcf storage facility. TransCanada also has contracts for 38 Bcf in 2007 of long-term, Alberta-based storage
capacity from a third party.


Working Gas Maximum Injection/
Storage Capacity Withdrawal Capacity


(Bcf) (mmcf/d)


Edson 50 725
CrossAlta 50 480
Third Party Storage (for 2007) 38 630


138 1,835


TransCanada believes the market fundamentals for natural gas storage are strong. The additional gas storage capacity
will help balance seasonal and short-term supply and demand, and provide flexibility to the supply of natural gas to
Alberta and North America. The increasing seasonal imbalance in North American natural gas supply and demand has
increased gas price volatility and the demand for storage service. Alberta-based storage will continue to serve market
needs and could play an important role should northern gas be connected to North American markets. Energy’s natural
gas storage business operates independently from TransCanada’s regulated natural gas transmission business.


TransCanada manages its exposure to seasonal gas price spreads by hedging storage capacity with a portfolio of third
party storage contracts and gas purchases and sales. TransCanada offers a broad range of flexible injection and
withdrawal storage alternatives specific to customer needs in multi-year contract terms. In addition to term gas storage
contracts, TransCanada actively manages its storage assets with a combination of gas hedging activities and short-term
third party contracts to take advantage of market opportunities and meet unique customer needs. Market volatility
frequently creates arbitrage opportunities and TransCanada offers market centre solutions to capture these short-term
price movements. Market centre products consist of short-term deliver-redeliver contracts, parking, peak-day supply and
other related services.


The Edson storage operation is an underground natural gas storage facility consisting of a single depleted reservoir, the
Viking D pool, a central processing facility and associated pipeline gathering system. The plant is located near Edson,
Alberta. The Viking D pool produced approximately 71 Bcf of gas over its productive life from the 1980’s to early 2004.
The natural gas storage facility is expected to have a working natural gas capacity of approximately 50 Bcf, is connected
to TransCanada’s Alberta System and has a central processing system capable of maximum injection and withdrawal
rates of 725 mmcf/d of natural gas. Construction of the Edson facility was substantially completed in 2006 and placed
into service on December 31, 2006.


The CrossAlta storage facility is a 50 Bcf natural gas storage facility located near the town of Crossfield, Alberta.
CrossAlta is a joint venture with BP Canada that has been in operation since 1994 and markets its own storage capacity
and services. Gas is stored in a depleted gas reservoir that has been used to produce gas at this location since the
1960s. CrossAlta successfully completed a major expansion in the fall of 2005. The expansion increased total working
natural gas capacity from 40 Bcf to 50 Bcf, with the potential to expand to 80 Bcf. The storage facility has a peak
withdrawal capacity of 480 mmcf/d with the potential to expand to 1,000 mmcf/d.
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The third-party natural gas storage capacity contracted by TransCanada is also located in Alberta. The capacity has
increased annually from 18 Bcf in 2005 to 28 Bcf in 2006 and is expected to reach 38 Bcf in 2007. The contract expires
in 2030, subject to mutual early termination rights in 2015.


Natural Gas Storage operating income of $93 million for the year ended December 31, 2006 increased $61 million and
$66 million, compared to 2005 and 2004, respectively. The increases were primarily due to higher contributions from
CrossAlta as a result of increased capacity and higher natural gas storage spreads, and income from contracted third-
party natural gas storage capacity. The Edson facility did not contribute to earnings in 2006 as the asset was placed
into service on December 31, 2006.


LNG Projects
TransCanada continues to pursue two LNG proposals, the Broadwater and Cacouna projects. Broadwater, a joint venture
with Shell US Gas & Power LLC (Shell), is a proposed LNG facility in the New York and Connecticut State waters in
Long Island Sound. The Broadwater terminal would be capable of receiving, storing, and regassifying imported LNG
with an average send-out capacity of approximately 1 Bcf/d of natural gas. TransCanada, on behalf of Broadwater, filed
an application in January 2006 with the FERC for approval of the project. The U.S. Coast Guard issued a report which
determined that the waterways associated with the project are suitable if additional measures are implemented to
manage the safety and security risks associated with the project. Broadwater’s application to the New York Department
of State for a determination that the project is consistent with New York’s coastal zone policies was deemed complete
by the state in November 2006. Also in November, the FERC issued a Draft Environmental Impact Statement to fulfil the
requirements of the National Environmental Policy Act and the FERC’s implementing regulations. The Statement
concludes that with strict adherence to federal and state permit requirements and regulations, Broadwater’s proposed
mitigation measures and the FERC’s recommendations, the Broadwater project will not result in a significant impact on
the environment. At December 31, 2006, the Company had capitalized $31 million related to Broadwater.


Cacouna, a joint venture with Petro-Canada, is a proposed LNG project at the Gros Cacouna harbour on the St.
Lawrence River in Québec. The proposed terminal would be capable of receiving, storing, and regassifying imported
LNG with an average throughput capacity of approximately 500 mmcf/d of natural gas. A public hearing on the
Cacouna facility was held in May and June 2006. In December 2006, the Québec government released the report of
the Joint Commission on the Cacouna Energy project, which contained several recommendations and opinions but
appears to be favourable to the project. TransCanada continues to work towards gaining regulatory approval and, if the
necessary approvals are obtained, the facility is anticipated to be in service by 2010.


TransCanada is committed to growing its North American Energy business through acquisitions and development of
greenfield opportunities in markets it knows and has a competitive advantage – primarily western Canada, the
northwestern U.S., eastern Canada and the northeastern U.S. The North American energy industry is expansive and will
provide many opportunities for greenfield growth in power generation, power infrastructure projects and natural gas
storage. In addition to greenfield growth opportunities, TransCanada will endeavour to pursue acquisitions resulting
from industry and corporate restructurings and corporate bankruptcies. In addition to natural gas-fired facilities, Energy
will focus on generation sourced from wind, hydro and nuclear. Its diverse power supply portfolio will continue to
include low-cost, base-load facilities with low operating costs and high reliability, which may be underpinned by secure
long-term contracts.


The Bécancour natural gas-fired cogeneration power plant and the first of six wind farms in the Cartier Wind project,
both located in Québec, were placed in service in 2006. The remaining five Cartier Wind farms will continue, although
certain phases of the project are subject to future appropriations and approvals. Construction began in 2006 on
Portlands Energy’s 550 MW, combined cycle natural gas generation plant in downtown Toronto. In 2006, TransCanada
also announced that it had been awarded a 20-year GTA West Trafalgar Clean Energy Supply contract by the OPA to
build, own and operate a 683 MW natural gas-fired power plant near the town of Halton Hills, Ontario which is
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expected to be completed in 2010. The Bruce A restart and refurbishment continued in 2006 and Units 1 and 2 are
expected to be restarted in late 2009 or early 2010.


Construction of the 50 Bcf Edson natural gas storage facility was substantially completed and the facility placed into
service on December 31, 2006.


TransCanada is pursuing two LNG projects, Broadwater and Cacouna. Broadwater is a joint project with Shell to build a
1 Bcf/d LNG facility in the waters of the Long Island Sound. Cacouna is a joint venture with Petro-Canada to construct
a 500 mmcf/d LNG facility at Gros Cacouna.


Fluctuating Power and Natural Gas Market Prices
TransCanada operates in competitive, generally deregulated power and natural gas markets in North America. Volatility
in power and natural gas prices is caused by various market forces such as fluctuating supply and demand which are
greatly affected by weather events. Energy’s earnings from the sale of uncontracted volumes are subject to price
volatility. Although Energy commits a significant portion of its supply to medium- to long-term sales contracts, it retains
an amount of unsold supply in order to provide flexibility in managing the Company’s portfolio of owned assets. The
Company’s risk management practices are described further in the section on Risk Management. See the ‘‘Uncontracted
Volumes’’ section below.


Uncontracted Volumes
Energy has certain uncontracted power sales volumes in Western and Eastern Power Operations and through its
investment in Bruce Power. Sale of uncontracted power volumes into the spot market is subject to market price
volatility which directly impacts earnings. Bruce B has a significant amount of uncontracted volumes sold into the
wholesale power spot market while 100 per cent of the Bruce A output is sold to the OPA under fixed-price contract
terms. The natural gas storage business is subject to fluctuating natural gas seasonal spreads generally determined by
the differential in natural gas prices in the traditional summer injection and winter withdrawal seasons. As a result, the
Company hedges capacity with a portfolio of contractual commitments with varying terms.


Plant Availability
Maintaining plant availability is essential to the continued success of the Energy business. Plant operating risk is
mitigated through a commitment to TransCanada’s operational excellence strategy that provides low-cost, reliable
operating performance at each of the Company’s facilities. Unexpected plant outages and/or the duration of outages
could result in lower plant output and sales revenue, reduced margins and increased maintenance costs. At certain
times, unplanned outages may require power or natural gas purchases at market prices to enable TransCanada to meet
its contractual obligations.


Weather
Extreme temperature and weather events in North America and the Gulf of Mexico often create price volatility and
demand for power and natural gas. These same events may also restrict the availability of power and natural gas.
Seasonal changes in temperature can also affect the efficiency and output capability of natural gas-fired power plants.
Variability in wind speeds may impact the earnings of the Cartier Wind assets in Québec.


Hydrology
Energy’s power business is subject to hydrology risk with its ownership of hydroelectric power generation facilities in the
northeastern U.S. Weather changes, weather events, local river management and potential dam failures at these plants
or upstream facilities pose potential risks to the Company.
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Execution and Capital Cost
Energy’s new construction program in Ontario and Québec, including its investment in Bruce Power, is subject to
execution and capital cost risk. At Bruce Power, Bruce A’s four unit restart and refurbishment program is also subject to
a capital cost risk- and reward-sharing mechanism with the OPA.


Asset Commissioning
Recently constructed assets including Edson, Baie-des-Sables and Bécancour were all placed in service during 2006 and
are in the first full year of operation in 2007. Although all of TransCanada’s newly constructed assets go through
rigorous acceptance testing prior to being placed in service, there is a risk that these assets may have lower than
expected availability or performance, especially in the assets’ first year of operations.


Power Regulatory
TransCanada operates in both regulated and deregulated power markets. As electricity markets evolve across North
America, there is the potential for regulatory bodies to implement new rules that could negatively impact TransCanada
as a generator and marketer of electricity. These may be in the form of market rule changes, price caps, emission
controls, unfair cost allocations to generators or attempts to control the wholesale market by encouraging new plant
construction. TransCanada continues to monitor regulatory issues and reform as well as participate in and lead
discussions around these topics.


For information on management of risks with respect to the Energy business, refer to the ‘‘Risks and Risk Management’’
section of this MD&A.


In Energy, net earnings in 2007 are expected to approximate or be slightly lower than 2006 net earnings due to the
non-recurring $23-million future tax benefit in 2006 arising from reductions in federal and provincial income tax rates.
Operating income is expected to be relatively consistent with 2006, although this is very dependent on commodity
prices in each region as well as other factors such as hydrology and storage spreads. TransCanada’s operating income
from its investment in Bruce B can be significantly impacted by the effect, on uncontracted output, of changes in spot
market prices for power. Excluding any changes in spot market prices for 2007 compared to 2006, Bruce Power’s
operating income is expected to decline in 2007 compared to 2006, reflecting lower projected generation volumes and
higher operating costs resulting from an increase in planned outages in 2007. Western Power Operations’ operating
income in 2007 is expected to approximate 2006. Although TransCanada has sold forward significant output from its
Alberta PPAs and power plants, Western Power Operations’ operating income in 2007 can be significantly impacted by
changes in the spot market price of power and market heat rates in Alberta. Eastern Power Operations’ operating
income is expected to increase in 2007 primarily due to a full year of operations for both the Bécancour natural
gas-fired cogeneration facility and the first of six wind farms of the Cartier Wind project as well as the positive impact
of the NEPOOL forward capacity payments received by OSP and TC Hydro commencing December 1, 2006. Gas
Storage’s operating income is expected to increase in 2007 over 2006 primarily due to the placing into service of the
Edson facility at the end of 2006, partially offset by expected lower storage spreads.


The earnings outlook for Energy may be affected by factors such as fluctuating market prices for power and natural
gas, market heat rates, sales of uncontracted power volumes, natural gas storage spreads, plant availability, regulatory
changes, weather, currency movements, and overall stability of the energy industry. See ‘‘Energy – Business Risks’’ for a
complete discussion of these factors.
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2005 2004


Indirect financial charges and non-controlling interests 130 79
Interest income and other (29) (34)
Income taxes (65) (43)


Net (earnings)/expenses, after tax 36 2


Corporate reflects net expenses not allocated to specific business segments, including:


• Indirect Financial Charges and Non-Controlling Interests Direct financial charges are reported in their respective
business segments and are primarily associated with the debt and preferred securities related to the Company’s
wholly owned pipelines. Indirect financial charges, including the related foreign exchange impacts, primarily reside in
Corporate. These costs are directly impacted by the amount of debt that TransCanada maintains and the degree to
which TransCanada is impacted by fluctuations in interest rates and foreign exchange.


• Interest Income and Other Interest income includes interest earned on invested cash balances and income tax
refunds. Gains and losses on foreign exchange related to working capital in Corporate are also included in interest
income and other.


• Income Taxes Income tax recoveries includes income taxes calculated on Corporate’s net expenses as well as
income tax refunds and adjustments.


Net earnings, after tax, in Corporate were $39 million in 2006 compared to net expenses of $36 million in 2005 and
$2 million in 2004.


The increase of $75 million in net earnings in 2006, compared to 2005, was primarily due to a $50-million income tax
benefit related to the resolution of certain income tax matters reported in third quarter 2006, $12 million of income tax
refunds and related interest income in fourth quarter 2006, and a $10-million favourable impact on future income taxes
arising from reductions in Canadian federal and provincial corporate income tax rates in second quarter 2006. In
addition, net earnings in 2006 were positively impacted by the effect of a weaker U.S. dollar.


The increase of $34 million in net expenses in 2005 compared to 2004 was primarily due to increased interest expense
on higher average long-term debt and commercial paper balances in 2005 as well as the release in 2004 of previously
established restructuring provisions. Income tax refunds and positive tax adjustments were comparable in 2004
and 2005.


Corporate’s net expenses are expected to be higher in 2007 compared to 2006 primarily due to income tax refunds and
positive income tax adjustments realized in 2006 that are not expected to recur in 2007. Financing costs associated with
the acquisition of ANR are expected to increase net expenses in Corporate in 2007. In addition, Corporate’s results
could be impacted by debt levels, interest rates, foreign exchange movements and income tax refunds and adjustments.
The performance of the Canadian dollar relative to the U.S. dollar will either positively or negatively impact Corporate’s
results, although this impact is mitigated by offsetting exposures in certain of TransCanada’s other businesses as well as
through the Company’s hedging activities.
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In 2006, the Company recognized income from discontinued operations of $28 million, reflecting bankruptcy
settlements with Mirant related to TransCanada’s Gas Marketing business divested in 2001. In 2005, the Company
reviewed the provision for loss on discontinued operations and concluded that the provision was adequate. In 2004,
$52 million was recognized in income which related to the original $102 million after-tax deferred gain included in the
sale of the Gas Marketing business.


2005 2004


Funds generated from operations 1,951 1,703
(Increase)/decrease in working capital (49) 29


Net cash provided by operations 1,902 1,732
Net cash used in investing activities (1,336) (1,648)
Net cash provided by/(used in) financing activities (556) (150)
Effect of foreign exchange rate changes on cash and short-term


investments 11 (87)


Increase/(decrease) in cash and short-term investments 21 (153)
Cash and short-term investments – beginning of year 191 344


Cash and short-term investments – end of year 212 191


Investing Activities
• At December 31, 2006, total capital expenditures and acquisitions, including assumed debt, were approximately


$7.0 billion over the past three years.


Dividend
• TransCanada’s Board of Directors declared a $0.34 per common share dividend for the quarter ending


March 31, 2007.
• In January 2007, TransCanada’s Board of Directors authorized the issue of common shares from treasury at a


two per cent discount under the Company’s DRP, beginning with the dividend payable April 30, 2007 to shareholders
of record at March 30, 2007.
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(303)


2,075
(2,116)


219
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212
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Funds Generated from Operations


Funds generated from operations were $2.4 billion in 2006 compared to $2.0 billion and
$1.7 billion, in 2005 and 2004, respectively. The increase in 2006 compared to 2005 was mainly a
result of higher net income, excluding gains, and lower current income tax expense. The Pipelines
business was the primary source of funds generated from operations for each of the three years. As
a result of rapid growth in the Energy business in the last few years, the Energy segment’s funds
generated from operations increased in 2006 compared to the two prior years.


At December 31, 2006, TransCanada’s ability to generate adequate amounts of cash in the short
term and the long term when needed, and to maintain financial capacity and flexibility to provide
for planned growth, was consistent with recent years.2004


1,703


2005


1,951


2006


2,378


Funds Generated
from Operations
(millions of dollars)


Investing Activities
Capital expenditures, totalled $1,572 million in 2006 compared to $754 million in 2005 and $530 million in 2004,
respectively. Expenditures in all three years related primarily to construction of new power plants and natural gas
storage facilities in Canada as well as maintenance and capacity capital in the Pipelines business.


During 2006, PipeLines LP acquired an additional 49 per cent interest in Tuscarora, subject to closing
adjustments, for US$100 million, in addition to indirectly assuming US$37 million of debt. In
addition, PipeLines LP acquired an additional 20 per cent general partnership interest in Northern
Border for US$307 million, in addition to indirectly assuming US$122 million of debt. At
December 31, 2006, TransCanada held a 13.4 per cent interest in PipeLines LP. In 2006, TransCanada
sold its 17.5 per cent general partner interest in Northern Border Partners, L.P. for proceeds of
$23 million.


During 2005, TransCanada acquired the remaining rights and obligations of the Sheerness PPA for
$585 million, invested a net cash outlay of $100 million in Bruce A as part of the Bruce Power


Capital Expenditures
and Acquisitions,
including Assumed
Debt (millions of dollars)


2004 2005 2006


2,692


2,071
2,266


reorganization, purchased the TC Hydro assets from USGen New England, Inc. (USGen) for
US$503 million and acquired an additional 3.52 per cent ownership interest in Iroquois


for US$14 million. TransCanada sold its ownership interest in Power LP for proceeds of $444 million, net of current tax,
its approximate 11 per cent ownership interest in Paiton Energy for proceeds of $125 million, net of current tax, and
PipeLines LP units for proceeds of $102 million, net of current tax.


During 2004, TransCanada acquired GTN for US$1.2 billion, excluding assumed debt of approximately US$500 million,
and sold the ManChief and Curtis Palmer power facilities to Power LP for US$403 million, excluding closing
adjustments.


Financing Activities
On February 22, 2007, the Company completed its acquisition of ANR and an additional interest in Great Lakes which
was financed through issuance of a combination of debt and equity. At the same time, PipeLines LP completed the
acquisition of its interest in Great Lakes which was financed through the issuance of a combination of debt and equity.
These financings are summarized in the section ‘‘Subsequent Events’’ in this MD&A.


On February 15, 2007, the Company retired $275 million of 6.05 per cent medium term notes. In 2006, TransCanada
retired long-term debt of $729 million and reduced its notes payable by $495 million. In January 2006, the Company
issued $300 million of 4.3 per cent five-year medium-term notes due 2011. In March 2006, the Company issued
US$500 million of 5.85 per cent 30-year senior unsecured notes due 2036. In October 2006, TransCanada issued
$400 million of 4.65 per cent ten-year medium-term notes due 2016.


In April 2006, PipeLines LP borrowed US$307 million under its unsecured credit facility to finance the cash portion of
the purchase price of its acquisition of an additional 20 per cent interest in Northern Border. In December 2006, the
credit facility was repaid in full and replaced with a US$410 million syndicated revolving credit and term loan
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agreement, of which US$397 million was drawn as at December 31, 2006. Borrowings under the credit and term loan
agreement will bear interest at the London interbank offered rate plus an applicable margin.


In 2005, TransCanada retired long-term debt of $1,113 million and increased its notes payable by $416 million. In
June 2005, Gas Transmission Northwest Corporation (GTNC) redeemed all of its outstanding US$150 million
7.8 per cent Senior Unsecured Debentures (Debentures) and US$250 million 7.1 per cent Senior Unsecured Notes. As a
consequence, upon application by GTNC, the Debentures were de-listed from the New York Stock Exchange and GTNC
no longer has any securities registered under U.S. securities laws. In June 2005, GTNC also completed a US$400-million
multi-tranche private placement of senior debt with a weighted average interest rate of 5.28 per cent and weighted
average life of approximately 18 years. In 2005, TransCanada also issued $300 million of 5.1 per cent medium-term
notes due 2017 under the Company’s Canadian shelf prospectus.


In 2004, TransCanada retired long-term debt of $1,005 million. The Company issued $200 million of 4.1 per cent
medium-term notes due 2009, US$350 million of 5.6 per cent senior unsecured notes due 2034 and US$300 million of
4.875 per cent senior unsecured notes due 2015. The Company increased its notes payable by $179 million
during 2004.


Financing activities included a net reduction in TransCanada’s proportionate share of non-recourse debt of joint ventures
of $14 million in 2006 compared to $42 million in 2005 and a net increase of $105 million in 2004.


Dividends on common shares amounting to $617 million were paid in 2006 compared to $586 million in 2005 and
$552 million in 2004.


In January 2007, TransCanada’s Board of Directors approved an increase in the quarterly common share dividend
payment to $0.34 per share from $0.32 per share for the quarter ending March 31, 2007. This was the seventh
consecutive year of dividend increase since the $0.20 per share declared in fourth quarter 2000, which represents a
70 per cent increase in the dividend rate since 2000.


In January 2007, TransCanada’s Board of Directors authorized the issue of common shares from treasury at a discount
to participants in the Company’s DRP. Under this plan, eligible shareholders may reinvest their dividends to obtain
additional TransCanada common shares. Previously, shares purchased through the DRP were purchased by TransCanada
on the open market and provided to DRP participants at cost. Commencing with the dividend payable in April 2007,
the shares will be provided to the participants at a two per cent discount. The Company reserves the right to alter the
discount or return to purchasing shares on the open market at any time.


At December 31, 2006, total credit facilities of $2.1 billion were available to support the Company’s commercial paper
program and for general corporate purposes. Of this total, $1.5 billion is a committed five-year term syndicated credit
facility. The facility is extendible on an annual basis and is revolving. In December 2006, the maturity date of this facility
was extended to December 2011. The remaining amounts are either demand or non-extendible facilities.


At December 31, 2006, TransCanada had used approximately $190 million of its total lines of credit for letters of credit
to support ongoing commercial arrangements. If drawn, interest on the lines of credit would be charged at prime rates
of Canadian chartered and U.S. banks or at other negotiated financial bases.


TransCanada’s issuer rating assigned by Moody’s Investors Service (Moody’s) is A3 with a stable outlook. TransCanada
PipeLines Limited’s (TCPL) senior unsecured debt is rated A, with a stable outlook, by Dominion Bond Rating Service
Limited (DBRS); A2, with a stable outlook, by Moody’s; and A�, with a negative outlook, by Standard and Poor’s (S&P).
DBRS had placed TCPL’s rating under review with developing implications on December 22, 2006 as a result of the
announcement of the acquisition of ANR and Great Lakes. Moody’s and S&P reaffirmed their ratings after the
announcement. On February 22, 2007, DBRS confirmed their rating and outlook for TCPL and removed the rating from
being under review.
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Obligations and Commitments
Total long-term debt at December 31, 2006 was approximately $11.5 billion compared to approximately $10.0 billion at
December 31, 2005. TransCanada’s share of total debt of joint ventures at December 31, 2006 was $1.3 billion
compared to $1.0 billion at December 31, 2005. Total notes payable at December 31, 2006, including TransCanada’s
proportionate share of the notes payable of joint ventures, were $467 million compared to $962 million at
December 31, 2005. The security provided by each joint venture, except for the capital lease obligation at Bruce Power,
is limited to the rights and assets of that joint venture and does not extend to the rights and assets of TransCanada,
except to the extent of TransCanada’s investment. TransCanada has provided certain pro-rata guarantees related to the
capital lease obligations of Bruce Power.


Payments Due by Period


Less than 1 - 3 3 - 5 More than
Total one year years years 5 years


Long-term debt 12,531 750 1,605 1,803 8,373
Capital lease obligations 250 8 20 28 194
Operating leases(1) 919 39 83 84 713
Purchase obligations 11,871 2,707 3,274 1,403 4,487
Other long-term liabilities


reflected on the balance
sheet 304 10 23 27 244


Total contractual obligations 25,875 3,514 5,005 3,345 14,011


(1) Represents future annual payments, net of sub-lease receipts, for various premises, services, equipment and a natural gas storage facility.
The operating lease agreements for premises expire at various dates through 2016, with an option to renew certain lease agreements for
three to five years. The operating lease agreement for the natural gas storage facility expires in 2030 with lessee termination rights every
fifth anniversary commencing in 2010 and with the lessor having the right to terminate the agreement every five years commencing
in 2015.


At December 31, 2006, scheduled principal repayments and interest payments related to long-term debt and the
Company’s proportionate share of the long-term debt and capital lease obligations of joint ventures are as follows.


Payments Due by Period


Less than 1 - 3 3 - 5 More than
Total one year years years 5 years


Long-term debt 11,503 616 1,396 1,536 7,955
Long-term debt of joint


ventures 1,028 134 209 267 418
Capital lease obligations 250 8 20 28 194


Total principal repayments 12,781 758 1,625 1,831 8,567
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Payments Due by Period


Less than 1 - 3 3 - 5 More than
Total one year years years 5 years


Interest payments on long-term
debt 11,963 888 1,625 1,411 8,039


Interest payments on long-term
debt of joint ventures 687 86 160 105 336


Total interest payments 12,650 974 1,785 1,516 8,375


At December 31, 2006, the Company’s future purchase obligations are approximately as follows.


Payments Due by Period


Less than 1 - 3 3 - 5 More than
Total one year years years 5 years


Transportation by others(2) 648 178 257 126 87
Other 92 92 – – –


Commodity purchases(3) 8,807 1,396 2,051 1,101 4,259
Capital expenditures(4) 1,875 854 842 118 61
Other(5) 374 169 90 42 73


Information technology and
other 75 18 34 16 7


Total purchase obligations 11,871 2,707 3,274 1,403 4,487


(1) The amounts in this table exclude funding contributions to pension plans and funding to the APG.
(2) Rates are based on known 2007 levels. Beyond 2007, demand rates are subject to change. The contract obligations in the table are


based on known or contracted demand volumes only and exclude commodity charges incurred when volumes flow.
(3) Commodity purchases include fixed and variable components. The variable components are estimates and are subject to variability in plant


production, market prices and regulatory tariffs.
(4) Represents primarily estimated capital expenditures to construct new Energy projects. Amounts are estimates and are subject to variability


based on timing of construction and project enhancements. The Company expects to fund these projects with cash from operations and,
if necessary, new debt.


(5) Includes estimates of certain amounts which are subject to change depending on plant fired hours, the consumer price index, actual plant
maintenance costs, plant salaries as well as changes in regulated rates for transportation.


During 2007, TransCanada expects to make funding contributions to the Company’s pension plans and other benefit
plans in the amount of approximately $44 million and $5 million, respectively. The expected decrease in total pension
and post-retirement benefits funding in 2007 from $104 million in 2006 is primarily attributed to the actual return on
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plan assets for 2006 exceeding investment performance expectations as well as additional company funding in 2006.
These decreases were partially offset by increases in pension-funding liabilities due to plan experience being different
from expected. During 2007, TransCanada’s proportionate share of expected funding contributions to be made by joint
ventures to their respective pension plans and other benefit plans is approximately $33 million and $3 million,
respectively.


TransCanada has guaranteed the performance of all obligations of PipeLines LP with respect to its acquisition of a
46.45 per cent interest in Great Lakes pursuant to the purchase agreement.


TransCanada and its affiliates have long-term natural gas transportation and natural gas purchase arrangements as well
as other purchase obligations, all of which are or were transacted at market prices and in the normal course
of business.


Bruce Power
Included in Energy’s capital expenditures in the previous table are TransCanada’s share of Bruce A’s commitments to
third party suppliers for the next four years for the restart and refurbishment of the currently idle Units 1 and 2,
extending the operating life of Unit 3 by replacing its steam generators and fuel channels when required, and the
replacement of the steam generators on Unit 4, as follows.


2007 450
2008 164
2009 71
2010 1
2011 –


686


In addition to the Bruce restart and refurbishment, the Company is committed to capital expenditures of approximately
$1.2 billion for the construction of its Halton Hills, Portlands Energy and remaining Cartier Wind projects, subject to
future appropriations and approvals.


Aboriginal Pipeline Group
On June 18, 2003, the Mackenzie Delta gas producers, the APG and TransCanada reached an agreement which
governs TransCanada’s role in the MGP project. The project would result in a natural gas pipeline being constructed
from Inuvik, Northwest Territories, to the northern border of Alberta, where it would connect with the Alberta System.
Under the agreement, TransCanada agreed to finance the APG for its one-third share of pre-development costs. These
costs are currently forecasted to be approximately $145 million by the end of 2007.


Guarantees
TransCanada had no outstanding guarantees related to the long-term debt of unrelated third parties at
December 31, 2006.


The Company, together with Cameco and BPC, has severally guaranteed one-third of certain contingent financial
obligations of Bruce B related to power sales agreements, operator licenses, the lease agreement, and contractor
services. The terms of the guarantees range from 2007 to 2018.


As part of the reorganization of Bruce Power in 2005, including the formation of Bruce A and the commitment to
restart and refurbish the Bruce A units, the Company, together with BPC, severally guaranteed one-half of certain
contingent financial obligations of Bruce A related to the refurbishment agreement with the OPA and cost sharing and
sublease agreements with Bruce B. The terms of the guarantees range from 2019 to 2036.
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TransCanada’s share of the net exposure under these Bruce Power guarantees at December 31, 2006 was estimated to
be approximately $586 million of a calculated maximum of $658 million. The current carrying amount of the liability
related to these guarantees is nil and the fair value is approximately $17 million.


TransCanada has guaranteed the equity undertaking of a subsidiary which supports the payment, under certain
conditions, of principal and interest on US$105 million of public debt obligations of TransGas de Occidente S.A.
(TransGas). The Company has a 46.5 per cent interest in TransGas. Under the terms of the agreement, the Company,
severally with another major multinational company, may be required to fund more than their proportionate share of
debt obligations of TransGas in the event that the minority shareholders fail to contribute. Any payments made by
TransCanada under this agreement convert into share capital of TransGas. The potential exposure is contingent on the
impact of any change of law on TransGas’ ability to service the debt. From the issuance of the debt in 1995 to date,
there has been no change in applicable law and thus no exposure to TransCanada. The debt matures in 2010 and the
Company has made no provision related to this guarantee.


In connection with the acquisition of GTN in 2004, US$241 million of the purchase price was deposited into an escrow
account. As at December 31, 2006, there was US$24 million remaining in the escrow account, which represented the
full face amount of the potential liability under certain GTN guarantees. In February 2007, the funds were released and
a portion of the monies were used to satisfy the liability of GTN under these designated guarantees.


Contingencies
The Canadian Alliance of Pipeline Landowners’ Associations (CAPLA) and two individual landowners commenced an
action in 2003 under Ontario’s Class Proceedings Act, 1992, against TransCanada and Enbridge Inc. for damages of
$500 million alleged to arise from the creation of a control zone within 30 metres of the pipeline pursuant to
Section 112 of the NEB Act. In November 2006, TransCanada and Enbridge Inc. were granted a dismissal of the case
but CAPLA has appealed that decision. The Company continues to believe the claim is without merit and will vigorously
defend the action. The Company has made no provision for any potential liability. A liability, if any, would be dealt with
through the regulatory process.


The Company and its subsidiaries are subject to various other legal proceedings and actions arising in the normal course
of business. While the final outcome of such legal proceedings and actions cannot be predicted with certainty, it is the
opinion of Management that the resolution of such proceedings and actions will not have a material impact on the
Company’s consolidated financial position or results of operations.


The Company issues short-term and long-term debt, purchases and sells energy commodities, including amounts in
foreign currencies, and invests in foreign operations. These activities result in exposures to interest rates, energy
commodity prices and foreign currency exchange rates. The Company uses derivatives to manage the exposure that
results from these activities. The use of derivatives is subject to the Company’s overall risk management policies and
procedures.


Derivatives and other instruments must be designated and be effective to qualify for hedge accounting. Derivatives are
recorded at their fair value at each balance sheet date. For cash flow and fair value hedges, gains or losses relating to
derivatives are deferred and recognized in the same period and in the same financial statement category as the
corresponding hedged transactions. For hedges of net investments in self-sustaining foreign operations, exchange gains
or losses on derivatives, after tax, and designated foreign currency denominated debt are offset against the exchange
gains or losses arising on the translation of the financial statements of the foreign operations included in the foreign
exchange adjustment account in Shareholders’ Equity. In the event that a derivative does not meet the designation or
effectiveness criteria, realized and unrealized gains or losses are recognized in income each period in the same financial
statement category as the underlying transaction. Premiums paid or received with respect to derivatives that are hedges
are deferred and amortized to income over the term of the hedge.
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If a derivative that previously qualified as a hedge is settled, de-designated or ceases to be effective, the gain or loss at
that date is deferred and recognized in the same period and in the same financial statement category as the
corresponding hedged transactions. If a hedged anticipated transaction is no longer likely to occur, related deferred
gains or losses are recognized in income in the current period.


The recognition of gains and losses on the derivatives for the Canadian Mainline, Alberta System, Foothills and the BC
System exposures is determined through the regulatory process. The gains and losses on derivatives accounted for as
part of rate-regulated accounting that do not meet the criteria for hedge accounting are deferred.


The fair value of foreign exchange and interest rate derivatives has been calculated using year-end market rates. The fair
value of power, natural gas and heat rate derivatives has been calculated using estimated forward prices for the
relevant period.


Net Investment in Foreign Operations
At December 31, 2006 and 2005, the Company had net investments in self-sustaining foreign operations with a
U.S. dollar functional currency which created an exposure to changes in exchange rates. The Company uses U.S. dollar
denominated debt and derivatives to hedge this exposure on an after-tax basis. The fair value for derivatives used to
manage the exposure is shown in the table below.


2005


Notional or
Accounting Principal
Treatment Fair Value Amount


US dollar cross-currency
swaps
(maturing 2007 to
2013) Hedge 119 U.S. 450


US dollar forward
foreign exchange
contracts
(maturing 2007) Hedge 5 U.S. 525


US dollar options
(maturing 2007) Hedge – U.S. 60


2005


Balance at January 1 (loss) (71)
Translation gains/(losses) on foreign currency denominated net assets(1) (21)
(Losses)/gains on derivatives 23
Income taxes (21)


Balance at December 31 (loss) (90)


(1) The amount for 2006 includes gains of $6 million (2005 – $80 million) related to foreign currency denominated debt designated as
a hedge.
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58 U.S. 400


(7) U.S. 390


(6) U.S. 500


Reconciliation of Foreign Exchange Adjustment


December 31 (millions of dollars) 2006


(90)
8


(9)
1


(90)
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Foreign Exchange and Interest Rate Management Activity
The Company manages the foreign exchange and interest rate risks related to its U.S. dollar denominated debt and
transactions and interest rate exposures of the Canadian Mainline, the Alberta System and the BC System through the
use of foreign currency and interest rate derivatives. Certain of the realized gains and losses on these derivatives are
shared with shippers on predetermined terms. The details of the foreign exchange and interest rate derivatives are
shown in the table below.


2005


Notional or
Accounting Principal
Treatment Fair Value Amount


Foreign Exchange
Cross-currency and


interest-rate swaps
(maturing 2013) Hedge –
(maturing 2010 to


2012) Non-hedge (86) 363/U.S. 257


(86)


Interest Rate
Interest rate swaps
Canadian dollars


(maturing 2007 to
2008) Hedge 4 100


(maturing 2007 to
2009) Non-hedge 7 374


11


US dollars
(maturing 2007 to


2009) Non-hedge 5 U.S. 100
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(32) 136/U.S. 100


(52) 227/U.S. 157


(84)


2 100


5 300


7
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The Company manages the foreign exchange and interest rate exposures of its other businesses through the use of
foreign currency and interest rate derivatives. The details of these foreign currency and interest rate derivatives are
shown in the table below.


2005


Notional or
Accounting Principal
Treatment Fair Value Amount


Foreign Exchange
Options (maturing


2007) Non-hedge 1 U.S. 195
Forward foreign


exchange contracts
Hedge 2 U.S. 29


(maturing 2007) Non-hedge 1 U.S. 208


4


Interest Rate
Options (maturing


2007) Non-hedge – –
Interest rate swaps
Canadian dollar


(maturing 2007 to
2011) Hedge 1 100


(maturing 2009 to
2011) Non-hedge 1 423


2


US dollar
(maturing 2011 to


2017) Hedge – U.S. 50
(maturing 2007 to


2016) Non-hedge 18 U.S. 550


18


For the year ended December 31, 2006, the Company had net losses of $1 million (2005 – net gains of $10 million;
2004 – net gains of $5 million) associated with interest rate swaps, which included a $6-million loss (2005 – $5-million
loss; 2004 – $7-million gain) relating to a change in mark-to-market positions on non-hedges. The net losses are
included in Financial Charges on the Consolidated Income Statement.


Foreign exchange gains included in Other Expenses/(Income) for the year ended December 31, 2006 are $4 million
(2005 – $19 million; 2004 – $6 million).


Certain of the Company’s joint ventures use interest rate derivatives to manage interest rate exposures. The Company’s
proportionate share of the fair value of the outstanding derivatives at December 31, 2006 and 2005 was nil.
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Asset/(Liability)


2006


Notional or
December 31 Principal
(millions of dollars) Fair Value Amount


– U.S. 95


– –
(3) U.S. 250


(3)


– U.S. 50


– 150


– 164


–


(2) U.S. 350


9 U.S. 450


7
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Energy Price Risk Management
The Company executes power, natural gas and heat rate derivatives for overall management of its asset portfolio. Heat
rate contracts are contracts for the sale or purchase of power that are priced based on a natural gas index. The fair
value and notional volumes of contracts for differences and the swap, future, option and heat rate contracts are shown
in the tables below.


2005Accounting
Treatment Fair Value


Power – swaps and contracts for differences
(maturing 2007 to 2011) Hedge (130)
(maturing 2007 to 2010) Non-hedge 13


Gas – swaps, futures and options
(maturing 2007 to 2016) Hedge 17
(maturing 2007 to 2008) Non-hedge (11)


Heat rate contracts Non-hedge –


Accounting
Treatment


Power – swaps and contracts for
differences
(maturing 2007 to 2011) Hedge
(maturing 2007 to 2010) Non-hedge


Gas – swaps, futures and options
(maturing 2007 to 2016) Hedge
(maturing 2007 to 2008) Non-hedge


Heat rate contracts Non-hedge


Power – swaps and contracts for
differences Hedge 2,566 7,780 – –


Non-hedge 1,332 456 – –
Gas – swaps, futures and options Hedge – – 91 69


Non-hedge – – 15 18
Heat rate contracts Non-hedge – 35 – –


During 2006, the Company recorded net gains of $41 million (2005 – net losses of $12 million; 2004 – net losses of
$1 million) as a result of the non-hedge gas swaps, futures and options. These net gains were partially offset by losses
from the non-hedge power swaps and contracts of $19 million (2005 – net gains of $16 million; 2004 – net losses of
$3 million). The net impact of gains and losses on non-hedge derivatives for power, gas, and heat rate contracts were
net gains of $22 million (2005 – net gains of $4 million; 2004 – net losses of $4 million) for the year included
in Revenue.


66


Energy


Asset/(Liability)


2006


December 31 (millions of dollars) Fair Value


(179)
(7)


(66)
30


–


Notional Volumes


Power (GWh) Gas (Bcf)


December 31, 2006 Purchases Sales Purchases Sales


6,654 12,349 – –
1,402 964 – –


– – 77 59
– – 11 15
– 9 – –


December 31, 2005
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At December 31, 2006, the Company had unrealized net losses of $222 million (2005 – net losses of $111 million) as a
result of its energy swaps, futures, options and contracts that had not settled by year end. There were unrealized losses
from unsettled energy derivatives of $144 million (2005 – $107 million) included in Accounts Payable and $158 million
(2005 – $105 million) included in Deferred Amounts. These losses were partially offset by unrealized gains of $39 million
(2005 – $44 million) included in Other Assets and $41 million (2005 – $57 million) included in Other Current Assets.


Certain of the Company’s joint ventures use power derivatives to manage energy price risk exposures. The Company’s
proportionate share of the fair value of these outstanding power sales derivatives at December 31, 2006 was $55
million (2005 – $(38) million) and related to contracts which cover the period 2007 to 2010. The Company’s
proportionate share of the notional sales volumes associated with this exposure at December 31, 2006 was 4,500 GWh
(2005 – 2,058 GWh).


Risk Management Overview
TransCanada and its subsidiaries are exposed to market, financial and counterparty risks in the normal course of their
business activities. The risk management function assists in managing these various business activities and the risks
associated with them. A strong commitment to a risk management culture by TransCanada’s Management supports this
function. TransCanada’s primary risk management objective is to protect earnings and cash flow and ultimately,
shareholder value.


The risk management function is guided by the following principles that are applied to all businesses and risk types:


• Board Oversight – Risk strategies, policies and limits are subject to review and approval by TransCanada’s Board
of Directors.


• Independent Review – Risk-taking activities are subject to independent review, separate from the business lines that
initiate the activity.


• Assessment – Processes are in place to ensure that risks are properly assessed at the transaction and counterparty
levels.


• Review and Reporting – Market positions and exposures, and the creditworthiness of counterparties are subject to
ongoing review and reporting to executive management.


• Accountability – Business lines are accountable for all risks and the related returns for their particular businesses.


• Audit Review – Individual risks are subject to internal audit review, with independent reporting to the Audit
Committee of TransCanada’s Board of Directors.


The processes within TransCanada’s risk management function are designed to ensure that risks are properly identified,
quantified, reported and managed. Risk management strategies, policies and limits are designed to ensure
TransCanada’s risk-taking is consistent with the Company’s business objectives and risk tolerance. Risks are managed
within limits ultimately established by the Company’s Board of Directors and implemented by senior management,
monitored by risk management personnel and audited by internal audit personnel.


TransCanada manages market, financial and counterparty risks and related exposures in accordance with the Company’s
market risk, interest rate and foreign exchange risk and counterparty risk policies. The Company’s primary market and
financial risks result from volatility in commodity prices, interest rates and foreign currency exchange rates.


Senior management reviews these exposures and reports on a regular basis to the Audit Committee of TransCanada’s
Board of Directors.
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Market Risk Management
In order to manage market risk exposures created by fixed and variable pricing arrangements at different pricing indices
and delivery points, the Company enters into offsetting physical positions and derivative financial instruments. Market
risks are quantified using value-at-risk methodology and are reviewed weekly by senior management.


Financial Risk Management
TransCanada monitors the financial market risk exposures relating to the Company’s investments in foreign currency
denominated net assets, regulated and non-regulated long-term debt portfolios and foreign currency exposure on
transactions. The market risk exposures created by these business activities are managed by establishing offsetting
positions or through the use of derivative financial instruments.


Counterparty Risk Management
Counterparty risk is the financial loss that the Company would experience if the counterparty failed to meet its
obligations in accordance with the terms and conditions of its contracts with the Company. Counterparty risk is
mitigated by conducting financial and other assessments to establish a counterparty’s creditworthiness, setting exposure
limits and monitoring exposures against these limits, and, where warranted, obtaining financial assurances.


The Company’s counterparty risk management practices and positions are further described in Note 15 to the
consolidated financial statements.


Development Projects and Acquisitions
TransCanada continues to focus on growing its Pipelines and Energy operations through greenfield projects and
acquisitions. TransCanada defers costs incurred on certain of its development projects during the period prior to
construction when the project meets specific criteria including an expectation that the project will proceed to ultimate
completion. If an individual project does not proceed, the related deferred costs would be expensed at that time. With
respect to TransCanada’s acquisition of existing assets and operations, there is a risk that certain commercial
opportunities and operational synergies may not materialize as originally expected.


Foreign Exchange
A portion of TransCanada’s earnings from its Pipelines and Energy operations in the U.S. are generated in U.S. dollars
and are subject to currency fluctuations. The performance of the Canadian dollar relative to the U.S. dollar could either
positively or negatively impact TransCanada’s net earnings, although much of this foreign exchange impact is offset by
exposures in certain of TransCanada’s businesses as well as through the Company’s hedging activities. With the
acquisition of ANR and a greater ownership interest in PipeLines LP, TransCanada expects to have a greater exposure to
U.S. dollar fluctuations.


Risks and Risk Management Related to Environmental Regulations
Climate change remains a serious issue for TransCanada. The change of government in Canada in early 2006 resulted in
a shift of focus from meeting greenhouse gas reduction targets to a broader emphasis on clean air as well as
greenhouse gas emissions. The Government of Canada released the Clean Air Act on October 19, 2006. At this time,
however, the policy framework for the new regulations has not been released by the federal government and detailed
sectoral targets and timeframes as well as compliance options have not been set. At a provincial level, the Québec
government has passed legislation for a hydrocarbon royalty on industrial greenhouse gas emitters. The details as to
how the royalty will be applied have not yet been determined but it is expected these details will be set in the coming
year. In Alberta, the government has indicated it will continue with its own plan for implementing regulations to
manage greenhouse gas emissions. It is yet to be determined how this effort will tie into a federal program.


In the U.S., state level initiatives are under way to limit greenhouse gas emissions, particularly in the northeastern U.S.
and California. Details have not been finalized and the impact to TransCanada’s U.S.-based assets is uncertain.
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Despite this uncertainty, TransCanada continues with its programs to manage greenhouse gas emissions from its assets,
and to evaluate new processes and technologies that result in improved efficiencies and lower greenhouse gas
emissions rates. In addition, TransCanada remains involved in policy discussions in those jurisdictions where policy
development is under way and where the Company has operations.


Evaluation of Disclosure Controls and Procedures
Disclosure controls and procedures are designed to provide reasonable assurance that information required to be
disclosed in reports filed with, or submitted to, securities regulatory authorities is recorded, processed, summarized and
reported within the time periods specified under Canadian and U.S. securities laws. The information is accumulated and
communicated to management, including the President and Chief Executive Officer and the Chief Financial Officer, to
allow timely decisions regarding required disclosure.


As of December 31, 2006, an evaluation was carried out, under the supervision of and with the participation of
management, including the President and Chief Executive Officer and Chief Financial Officer, of the effectiveness of
TransCanada’s disclosure controls and procedures as defined under the rules adopted by the Canadian securities
regulatory authorities and by the U.S. Securities and Exchange Commission (SEC). Based on that evaluation, the
President and Chief Executive Officer and Chief Financial Officer concluded that the design and operation of
TransCanada’s disclosure controls and procedures were effective as at December 31, 2006.


Management’s Annual Report on Internal Control over Financial Reporting
Internal control over financial reporting is a process designed by, or under the supervision of, senior management, and
effected by the Board of Directors, management and other personnel, to provide reasonable assurance regarding the
reliability of financial reporting and preparation of consolidated financial statements for external purposes in accordance
with Canadian GAAP, including a reconciliation to U.S. GAAP.


Management is responsible for establishing and maintaining adequate internal control over financial reporting. Internal
control over financial reporting, no matter how well designed, has inherent limitations and can only provide reasonable
assurance with respect to the preparation and fair presentation of published financial statements. Under the supervision
of, and with the participation of, management, including the President and Chief Executive Officer and Chief Financial
Officer, management conducted an evaluation of the effectiveness of its internal control over financial reporting based
on the framework in Internal Control – Integrated Framework issued by the Committee of Sponsoring Organizations of
the Treadway Commission. Based on this assessment, according to these criteria, management concluded that internal
control over financial reporting is effective as of December 31, 2006 to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external reporting purposes.


During the year ended December 31, 2006, there has been no change in TransCanada’s internal control over financial
reporting that has materially affected, or is reasonably likely to materially affect, TransCanada’s internal control over
financial reporting.


CEO and CFO Certifications
With respect to the year ending December 31, 2006, TransCanada’s President and Chief Executive Officer has provided
the New York Stock Exchange with the annual CEO certification regarding TransCanada’s compliance with the New York
Stock Exchange’s corporate governance listing standards applicable to foreign issuers. In addition, TransCanada’s
President and Chief Executive Officer and Chief Financial Officer have filed with the SEC and the Canadian securities
regulators certifications regarding the quality of TransCanada’s public disclosures relating to its fiscal 2006 reports filed
with the SEC and the Canadian securities regulators.
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Compliance Expenditures
The total cost incurred by TransCanada to comply with the requirements of the SEC and Canadian securities regulatory
authorities arising out of the Sarbanes-Oxley Act of 2002 for the period January 1, 2002 to December 31, 2006, was
estimated to be $14 million, including third party charges of $4 million.


Since determining the value of many assets, liabilities, revenues and expenses is dependent upon future events, the
preparation of the Company’s consolidated financial statements requires the use of estimates and assumptions which
have been made using careful judgment.


Regulated Accounting
The Company accounts for the impacts of rate regulation in accordance with GAAP as outlined in Notes 1 and 11 to
the consolidated financial statements. Three criteria must be met to use these accounting principles: the rates for
regulated services or activities must be subject to approval by a regulator; the regulated rates must be designed to
recover the cost of providing the services or products; and it must be reasonable to assume that rates set at levels to
recover the cost can be charged to and will be collected from customers in view of the demand for services or products
and the level of direct and indirect competition. The Company’s management believes that all three of these criteria
have been met. The most significant impact from the use of these accounting principles is that, in order to
appropriately reflect the economic impact of the regulators’ decisions regarding the Company’s revenues and tolls, and
to thereby achieve a proper matching of revenues and expenses, the timing of recognition of certain expenses and
revenues in the regulated businesses may differ from that otherwise expected under GAAP as detailed in Note 11 to the
consolidated financial statements.


Derivative Accounting
The Company enters into the following financial instruments to manage its risk exposure:


• power, natural gas and heat rate derivatives for overall management of its commodity price exposure;


• foreign currency and interest rate derivatives to manage its foreign exchange and interest rate risks related to its U.S.
dollar denominated debt and transactions and interest rate exposures; and


• U.S. dollar denominated debt and U.S. dollar swaps, forwards and options to hedge the exposure on an after-tax
basis of net investments in self sustaining foreign operations with a U.S. dollar functional currency.


Derivatives are recorded at their fair value at each balance sheet date. Derivatives and other instruments must be
designated and be effective to qualify for hedge accounting. For cash flow and fair value hedges, gains or losses
relating to derivatives are deferred and recognized in the same period and in the same financial statement category as
the corresponding hedged transactions. Unrealized long-term gains and losses are included in Other Assets and
Deferred Amounts, respectively. Unrealized current gains and losses are included in Other Current Assets and Accounts
Payable, respectively. For hedges of net investments in self-sustaining foreign operations, exchange gains or losses on
derivatives, after tax, and designated foreign currency denominated debt are offset against the exchange losses or gains
arising on the translation of the financial statements of the foreign operations included in the foreign exchange
adjustment account in Shareholders’ Equity.


Assessment of effectiveness for those derivatives classified as hedges occurs at inception and on an ongoing basis. The
determination of whether a derivative contract qualifies as a cash flow hedge includes an analysis of historical market
price information to assess whether the derivatives are expected to be highly effective in achieving offsetting cash flows
attributable to the hedged risk. In the event that a derivative does not meet the designation or effectiveness criteria,
realized and unrealized gains or losses are recognized in income each period in the same financial category as the
underlying transaction giving rise to the exposure being economically hedged. If an anticipated transaction is hedged
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and the transaction is no longer probable to occur, the related deferred gains or losses are recognized in income in the
current period.


The recognition of gains and losses on derivatives for the Canadian Mainline, Alberta System, Foothills and the
BC System exposures is determined through the regulatory process. Certain of the realized gains and losses on these
derivatives are shared with shippers on predetermined terms. The gains and losses on derivatives accounted for as part
of rate-regulated accounting that do not meet the criteria for hedge accounting are deferred.


The fair value for derivative contracts is determined based on the nature of the transactions and the market in which
transactions are executed. Assumptions and judgements about counterparty performance and credit considerations are
incorporated in the determination of fair value.


The Company estimates the fair value of derivative contracts by using readily available price quotes in similar markets
and other market analyses. The number of transactions executed without quoted market prices is limited. The fair value
of all derivative contracts is continually subject to change as the underlying commodity market changes and
TransCanada’s assumptions and judgments change. The fair value of foreign exchange and interest rate derivatives has
been calculated using year end market rates. The fair value of power, natural gas and heat rate derivatives is calculated
using estimated forward prices for the relevant period.


The chart below shows the effect that a one dollar change in the price of power (per MWh) or gas (per GJ) would have
on the calculation of the fair values of derivatives as recorded on the balance sheet.


Increase $1 Decrease $1


Effect on Effect on
fair value fair value


Western Power Operations – power �8 �8
Eastern Power Operations – power �2 �3
Eastern Power Operations – gas �19 �19


Depreciation and Amortization Expense
TransCanada’s plant, property and equipment are depreciated on a straight-line basis over their estimated useful lives.
Pipeline and compression equipment are depreciated at annual rates from two to six per cent. Major power generation
and natural gas storage plant, equipment and structures in the Energy business are depreciated at average annual rates
ranging from two to ten per cent. Nuclear power generation assets under capital lease are amortized over the shorter
of their useful life or the remaining terms of their lease. Other equipment is depreciated at various rates.


Depreciation expense for the year ended December 31, 2006 was $1,059 million and primarily impacts the Pipelines
and Energy segments of the Company. In Pipelines, depreciation rates are approved by the regulators, where applicable,
and depreciation expense is recoverable based on the cost of providing the services or products. A change in the
estimation of the useful lives of the plant, property and equipment in the Pipelines segment would, if recovery through
rates is permitted by the regulators, have no material impact on TransCanada’s net income but would directly impact
funds generated from operations.


71


(millions of dollars)







MANAGEMENT’S DISCUSSION AND ANALYSIS


Non-Monetary Transactions
Effective for non-monetary transactions initiated in periods beginning on or after January 1, 2006, the new Handbook
Section 3831 ‘‘Non-Monetary Transactions’’ requires all non-monetary transactions to be measured at fair value, subject
to certain exceptions. Commercial substance replaces culmination of the earnings process as the test for fair value
measurement and is a function of the cash flows expected from the exchanged assets. Adopting the provisions of this
standard in 2006 did not have an impact on the Company’s consolidated financial statements.


Financial Instruments – Recognition and Measurement
Effective for interim and annual financial statements beginning on or after October 1, 2006, the new Handbook
Section 3855 ‘‘Financial Instruments – Recognition and Measurement’’ prescribes that all financial instruments within the
scope of this standard, including derivatives, be included on a company’s balance sheet. Contracts that can be settled
by receipt or delivery of a commodity will also be included in the scope of the section. These financial instruments must
be measured, either at their fair value or, in limited circumstances when fair value may not be considered the most
relevant measurement method, at cost or amortized cost. It also specifies when gains and losses as a result of changes
in fair value are to be recognized in the income statement. This new Handbook section will be adopted by the
Company as of January 1, 2007 on a prospective basis. TransCanada does not expect this new requirement to have a
significant impact on the Company’s consolidated financial statements.


Hedges
Effective for interim and annual financial statements for fiscal years beginning on or after October 1, 2006, the new
Handbook Section 3865 ‘‘Hedges’’ specifies the circumstances under which hedge accounting is permissible, how hedge
accounting may be performed, and where the impacts should be recorded. The provisions of this standard introduce
three specific types of hedging relationships: fair value hedges, cash flow hedges and hedges of a net investment in
self-sustaining foreign operations. This new Handbook section will be adopted by the Company as of January 1, 2007
on a prospective basis. TransCanada does not expect this new requirement to have a significant impact on the
Company’s consolidated financial statements.


Comprehensive Income
Effective for interim and annual financial statements for fiscal years beginning on or after October 1, 2006, the new
Handbook Section 1530 ‘‘Comprehensive Income’’ requires that an enterprise present comprehensive income and its
components in a separate financial statement that is displayed with the same prominence as other financial statements.
This Section introduces a new requirement to present certain gains and losses temporarily outside net income. This
Handbook section will be adopted by the Company as of January 1, 2007 on a prospective basis. Beginning first
quarter 2007, TransCanada’s financial statements will include a Statement of Comprehensive Income and a Statement
of Accumulated Comprehensive Income.
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Revenues
Net Income


Continuing operations
Discontinued operations


Share Statistics
Net income per share – Basic


Continuing operations
Discontinued operations


Net income per share – Diluted
Continuing operations
Discontinued operations


Dividend declared per common share


2005


(millions of dollars except per share amounts) Fourth Third Second First


Revenues 1,771 1,494 1,449 1,410
Net Income


Continuing operations 350 427 200 232
Discontinued operations – – – –


350 427 200 232


Share Statistics
Net income per share – Basic


Continuing operations $0.72 $0.88 $0.41 $0.48
Discontinued operations – – – –


$0.72 $0.88 $0.41 $0.48


Net income per share – Diluted
Continuing operations $0.71 $0.87 $0.41 $0.48
Discontinued operations – – – –


$0.71 $0.87 $0.41 $0.48


Dividend declared per common share $0.305 $0.305 $0.305 $0.305


(1) The selected quarterly consolidated financial data has been prepared in accordance with Canadian GAAP. Certain comparative figures
have been reclassified to conform with the current year’s presentation. For a discussion on the factors affecting the comparability of the
financial data, including discontinued operations, refer to Notes 1 and 22 of TransCanada’s 2006 audited consolidated financial
statements included in TransCanada’s 2006 Annual Report.
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2006


(millions of dollars except per share amounts) Fourth Third Second First


2,091 1,850 1,685 1,894


269 293 244 245
– – – 28


269 293 244 273


$0.55 $0.60 $0.50 $0.50
– – – 0.06


$0.55 $0.60 $0.50 $0.56


$0.54 $0.60 $0.50 $0.50
– – – 0.06


$0.54 $0.60 $0.50 $0.56


$0.32 $0.32 $0.32 $0.32
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Factors Impacting Quarterly Financial Information
In Pipelines, which consists primarily of the Company’s investments in regulated pipelines, annual revenues and net
earnings fluctuate over the long term based on regulators’ decisions and negotiated settlements with shippers.
Generally, quarter-over-quarter revenues and net earnings during any particular fiscal year remain relatively stable with
fluctuations arising as a result of adjustments being recorded due to regulatory decisions and negotiated settlements
with shippers, seasonal fluctuations in short-term throughput volumes on U.S. pipelines and items outside of the normal
course of operations.


In Energy, which consists primarily of the Company’s investments in electrical power generation plants and natural gas
storage facilities, quarter-over-quarter revenues and net earnings are affected by seasonal weather conditions, customer
demand, market prices, planned and unplanned plant outages as well as items outside of the normal course
of operations.


Significant items which impacted 2006 and 2005 quarterly net earnings are as follows.


• In first quarter 2005, net earnings included a $48-million after-tax gain related to the sale of PipeLines LP units.
Energy earnings included a $10-million after-tax cost for the restructuring of natural gas supply contracts by OSP. In
addition, Bruce Power’s equity income was lower than previous quarters due to the impact of planned maintenance
outages and the increase in operating costs as a result of moving to a six-unit operation.


• Second quarter 2005 net earnings included $21 million ($13 million related to 2004 and $8 million related to 2005)
with respect to the NEB’s decision on the Canadian Mainline’s 2004 Tolls and Tariff Application (Phase II). On April 1,
2005, TransCanada completed the acquisition of hydroelectric generation assets from USGen. Bruce Power’s income
from equity investments was lower than previous quarters due to the continuing impact of planned maintenance
outages and an unplanned maintenance outage on Unit 6 relating to a transformer fire.


• In third quarter 2005, net earnings included a $193-million after-tax gain related to the sale of the Company’s
ownership interest in Power LP. In addition, Bruce Power’s income from equity investments increased from prior
quarters due to higher realized power prices and slightly higher generation volumes.


• In fourth quarter 2005, net earnings included a $115-million after-tax gain on the sale of Paiton Energy. In addition,
Bruce A was formed and Bruce Power’s results were proportionately consolidated, effective October 31, 2005.


• In first quarter 2006, net earnings included an $18-million after tax ($29-million pre-tax) bankruptcy settlement from
a former shipper on the Gas Transmission Northwest System.


• In second quarter 2006, net earnings included $33 million of future income tax benefits as a result of reductions in
Canadian federal and provincial corporate income tax rates. Net earnings also included a $13-million after-tax gain
related to the sale of the Company’s interest in Northern Border Partners, L.P.


• In third quarter 2006, net earnings included an income tax benefit of approximately $50 million as a result of the
resolution of certain income tax matters with taxation authorities and changes in estimates.


• In fourth quarter 2006, net earnings included approximately $12 million related to income tax refunds and related
interest.
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2005


155


Excluding gains 87
Gain on sale of Paiton Energy 115


202


(7)


350


$0.72


Excluding gain 235
Gain on sale of Paiton Energy 115


350


Excluding gain $0.48
Gain on sale of Paiton Energy 0.24


$0.72


Net income for fourth quarter 2006 of $269 million, or $0.55 per share, decreased by $81 million or $0.17 per share
compared to $350 million or $0.72 per share for fourth quarter 2005. This decrease was primarily due to an after-tax
gain of $115 million or $0.24 per share from the sale of Paiton Energy in fourth quarter 2005.


Excluding the $115-million gain related to the sale of Paiton Energy, net income for fourth quarter 2006 increased
$34 million, or $0.07 per share, compared to fourth quarter 2005. This was primarily due to increases of $45 million
and $18 million in net earnings from Energy and Corporate, respectively, partially offset by a decrease of $29 million in
net earnings from the Pipelines business.


For fourth quarter 2006, Pipeline’s net income decreased $29 million compared to fourth quarter 2005 due to a
$22-million reduction in net earnings from Wholly Owned Pipelines and a $7-million decrease in net earnings from the
Other Pipelines businesses. Wholly Owned Pipelines’ net earnings decreased primarily due to a lower ROE and lower
average investment bases in the Canadian Mainline and the Alberta System. Net earnings from GTN decreased due to
increased operating costs and lower transportation revenues. Net earnings for TransCanada’s Other Pipelines decreased
primarily due to higher project development and support costs and the impact of a weaker U.S. dollar.


Excluding the gain of $115 million in 2005, Energy’s net earnings increased $45 million in fourth quarter 2006,
compared to fourth quarter 2005, due to higher operating income from Western Power Operations, Natural Gas
Storage and Bruce Power. Partially offsetting these increases were lower operating income from Eastern Power
Operations and higher general, administrative and support costs.


Bruce Power’s contribution to operating income increased $6 million in fourth quarter 2006, compared to fourth
quarter 2005, primarily due to an increased ownership interest in the Bruce A facilities and the positive impact of higher
generation volumes, partially offset by lower overall realized prices and higher operating expenses.
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SEGMENT RESULTS-AT-A-GLANCE
Three months ended December 31


(millions of dollars except per share amounts) 2006


Pipelines 126


Energy
132


–


132


Corporate 11


Net Income(1) 269


Net Income Per Share – Basic(2) $0.55


(1)Net Income
269


–


269


(2)Net Income Per Share – Basic
$0.55


–


$0.55
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Western Power Operations’ operating income was $76 million higher in fourth quarter 2006, compared to fourth
quarter 2005, primarily due to incremental earnings from the December 31, 2005 acquisition of the 756 MW Sheerness
PPA and increased margins from a combination of higher overall realized power prices and higher market heat rates on
sales of uncontracted power volumes.


Eastern Power Operations’ operating income was $13 million lower in fourth quarter 2006, compared to fourth quarter
2005, primarily due to record hurricane activity in the Gulf of Mexico in 2005 which caused a significant increase in
certain commodity prices and increased hydro generation volumes. As a result, higher profits were earned in 2005 from
increased generation volumes as a result of unusually high water flows through the TC Hydro facilities, increased
margins on the natural gas purchased and resold under the OSP gas supply contracts and higher prices realized on
power sold into the spot market. The quarter-over-quarter decrease was partially offset by incremental income earned in
2006 from the startup of the 550 MW Bécancour cogeneration plant in September 2006 and the first wind farm of the
Cartier Wind project in November 2006.


Natural Gas Storage operating income increased $13 million in fourth quarter 2006, compared to fourth quarter 2005,
primarily due to higher contributions from CrossAlta as a result of increased storage capacity and higher natural gas
storage spreads.


General, administrative, support costs and other of the Energy business increased $8 million in fourth quarter 2006,
compared to fourth quarter 2005, primarily due to higher business development costs associated with growing the
Energy business.


Corporate’s net earnings increased $18 million to $11 million in fourth quarter 2006 primarily due to income tax
refunds and related interest of approximately $12 million and other positive income tax adjustments.


At February 22, 2007, TransCanada had 528.7 million issued and outstanding common shares. In addition, there were
9.6 million outstanding options to purchase common shares, of which 5.6 million were exercisable as at
February 22, 2007.


In February 2007, the Company issued 39,470,000 subscription receipts. These subscription receipts were exchanged on
a one-for-one basis for common shares upon the closing of the ANR acquisition. In addition, TransCanada granted the
underwriters of the subscription receipts offering an option to purchase an additional 5,920,500 common shares at
$38.00 per common share at any time up to and including March 16, 2007.


Additional information relating to TransCanada, including the Company’s Annual Information Form and other
continuous disclosure documents, is available on SEDAR at www.sedar.com under TransCanada Corporation.


Other selected consolidated financial information for the years ended December 31, 2006, 2005, 2004, 2003, 2002,
2001 and 2000 is found under the heading ‘‘Seven-Year Financial Highlights’’ on pages 121 and 122 of this
Annual Report.
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MANAGEMENT’S DISCUSSION AND ANALYSIS


ACES Accelerated Clean Energy Supply km Kilometres


ANR The American Natural Resources LNG Liquefied natural gas
Company and the ANR Storage MD&A Management’s Discussion and Analysis
Company, collectively


MGP Mackenzie Gas Pipeline
APG Aboriginal Pipeline Group


Millennium Millennium Pipeline project
B.C. British Columbia


Mirant Mirant Corporation and certain of its
Bcf Billion cubic feet subsidiaries
Bcf/d Billion cubic feet per day mmcf/d Million cubic feet per day
BPC BPC Generation Infrastructure Trust Moody’s Moody’s Investors Service
Broadwater Broadwater Energy project MW Megawatt
Bruce A Bruce Power A L.P. MWh Megawatt hour
Bruce B Bruce Power L.P. NBV Net book value
Bruce Power The collective investments in Bruce A NEB National Energy Board


and Bruce B
Net earnings Net income from continuing operations


Cacouna Cacouna Energy project
NEPOOL New England Power Pool


Calpine Calpine Corporation and certain of its
NGLs Natural gas liquids


subsidiaries
Northern Border Northern Border Pipeline Company


Cameco Cameco Corporation
NPA Northern Pipeline Act of Canada


CAPLA Canadian Alliance of Pipeline
OM&A Operating, maintenance andLandowners’ Associations


administration
CAPP Canadian Association of Petroleum


OPA Ontario Power AuthorityProducers
OSP Ocean State PowerCPPL ConocoPhillips Pipe Line Company
Paiton Energy P.T. Paiton Energy CompanyCrossAlta CrossAlta Gas Storage & Services Ltd.
PG&E Pacific Gas & Electric CompanyDBRS Dominion Bond Rating Service Limited
PipeLines LP TC PipeLines, LPDRP Dividend Reinvestment and Share


Purchase Plan Portland Portland Natural Gas Transmission
SystemEPCOR EPCOR Utilities Inc.


Portlands Energy Portlands Energy Centre L.P.EUB Alberta Energy and Utilities Board
Power LP TransCanada Power, L.P.FCM Forward Capacity Market
PPA Power purchase arrangementFERC Federal Energy Regulatory Commission
ROE Rate of return on common equityFoothills Foothills Pipe Lines Ltd.
S&P Standard & Poor’sFT Firm transportation
SEC U.S. Securities and ExchangeGAAP Generally accepted accounting principles


CommissionGas Pacifico Gasoducto del Pacifico S.A.
Shell Shell US Gas & Power LLCGJ Gigajoule
TBO Transportation by OthersGRA General Rate Application
TCPL TransCanada PipeLines LimitedGreat Lakes Great Lakes Gas Transmission Limited
TCPM TransCanada Power Marketing Ltd.Partnership
TQM Trans Québec & Maritimes SystemGTA Greater Toronto Area


TransCanada or TransCanada CorporationGTN Gas Transmission Northwest System and
the Companythe North Baja system, collectively


TransGas TransGas de Occidente S.A.GTNC Gas Transmission Northwest
Corporation Tuscarora Tuscarora Gas Transmission Company


GWh Gigawatt hours U.S. United States
INNERGY INNERGY Holdings S.A. USGen USGen New England, Inc.
Iroquois Iroquois Gas Transmission System, L.P. Ventures LP TransCanada Pipeline Ventures Limited


PartnershipJRP Joint Review Panel


Keystone TransCanada Keystone Pipeline GP Ltd. WCSB Western Canada Sedimentary Basin
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TRANSCANADA CORPORATION


The consolidated financial statements included in this Annual Report are the responsibility of
Management and have been approved by the Board of Directors of the Company. These
consolidated financial statements have been prepared by Management in accordance with
generally accepted accounting principles (GAAP) in Canada and include amounts that areReport of
based on estimates and judgments. Financial information contained elsewhere in this Annual
Report is consistent with the consolidated financial statements. Management
Management has prepared Management’s Discussion and Analysis which is based on the
Company’s financial results prepared in accordance with Canadian GAAP. It compares the
Company’s financial performance in 2006 to 2005 and should be read in conjunction with
the consolidated financial statements and accompanying notes. In addition, significant
changes between 2005 and 2004 are highlighted. 


Management has designed and maintains a system of internal accounting controls, including
a program of internal audits. Management believes that these controls provide reasonable
assurance that financial records are reliable and form a proper basis for preparation of
financial statements. The internal accounting control process includes Management’s
communication to employees of policies which govern ethical business conduct. 


Under the supervision and with the participation of the President and Chief Executive Officer
and Chief Financial Officer, Management conducted an evaluation of the effectiveness of its
internal control over financial reporting based on the framework in Internal Control –
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission. Based on this assessment according to these criteria, Management concluded
that internal control over financial reporting is effective as of December 31, 2006 to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external reporting purposes.


The Board of Directors has appointed an Audit Committee consisting of unrelated,
non-management directors which meets at least five times during the year with Management
and independently with each of the internal and external auditors and as a group to review
any significant accounting, internal control and auditing matters in accordance with the
terms of the charter of the Audit Committee as set out in the Annual Information Form. The
Audit Committee reviews the Annual Report, including the consolidated financial statements,
before the consolidated financial statements are submitted to the Board of Directors for
approval. The internal and external auditors have free access to the Audit Committee
without obtaining prior Management approval. 


With respect to the external auditors, KPMG LLP, the Audit Committee approves the terms of
engagement and reviews the annual audit plan, the Auditors’ Report and results of the audit.
It also recommends to the Board of Directors the firm of external auditors to be appointed
by the shareholders. 


The independent external auditors, KPMG LLP, have been appointed by the shareholders to
express an opinion as to whether the consolidated financial statements present fairly, in all
material respects, the Company’s financial position, results of operations and cash flows in
accordance with Canadian GAAP. The report of KPMG LLP outlines the scope of their
examination and their opinion on the consolidated financial statements.


Harold N. Kvisle Gregory A. Lohnes
President and Executive Vice-President and
Chief Executive Officer Chief Financial Officer


February 22, 2007
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CONSOLIDATED FINANCIAL STATEMENTS


To the Shareholders of TransCanada Corporation


We have audited the consolidated balance sheets of TransCanada Corporation as at
December 31, 2006 and 2005 and the consolidated statements of income, retained earnings


Auditors’ and cash flows for each of the years in the three-year period ended December 31, 2006.
These financial statements are the responsibility of the Company’s management. OurReport responsibility is to express an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing
standards. With respect to the consolidated financial statements for the years ended
December 31, 2006 and 2005, we also conducted our audits in accordance with the
standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform an audit to obtain reasonable assurance whether
the financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects,
the financial position of the Company as at December 31, 2006 and 2005 and the results of
its operations and its cash flows for each of the years in the three-year period ended
December 31, 2006 in accordance with Canadian generally accepted accounting principles.


Chartered Accountants
Calgary, Canada


February 22, 2007
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CONSOLIDATED FINANCIAL STATEMENTS


TRANSCANADA CORPORATION


Year ended December 31
(millions of dollars except per share amounts) 2005 2004


6,124 5,497


Plant operating costs and other 1,825 1,615
Commodity purchases resold 1,232 940
Depreciation 1,017 948


4,074 3,503


2,050 1,994


Financial charges (Note 8) 836 858
Financial charges of joint ventures (Note 9) 66 63
Income from equity investments (Note 6) (247) (213)
Interest income and other (63) (59)
Gains on sale of assets (Note 7) (445) (204)


147 445


1,903 1,549


Current 550 414
Future 60 77


610 491
84 78


1,209 980
– 52


1,209 1,032


Basic
Continuing operations $2.49 $2.02
Discontinued operations – 0.11


$2.49 $2.13


Diluted
Continuing operations $2.47 $2.01
Discontinued operations – 0.11


$2.47 $2.12


The accompanying notes to the consolidated financial statements are an integral part of these statements.
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CONSOLIDATED INCOME


2006


Revenues 7,520


Operating Expenses
2,411
1,707
1,059


5,177


2,343


Other Expenses/(Income)
825
92


(33)
(123)
(23)


738


Income from Continuing Operations before Income
Taxes and Non-Controlling Interests 1,605


Income Taxes (Note 16)
301
175


476
Non-Controlling Interests (Note 13) 78


Net Income from Continuing Operations 1,051
Net Income from Discontinued Operations (Note 22) 28


Net Income 1,079


Net Income Per Share (Note 14)


$2.15
0.06


$2.21


$2.14
0.06


$2.20







CONSOLIDATED FINANCIAL STATEMENTS


TRANSCANADA CORPORATION


Year ended December 31
(millions of dollars) 2005 2004


Net income 1,209 1,032
Depreciation 1,017 948
Gains on sale of assets, net of current tax (Note 7) (318) (204)
Income from equity investments in excess of distributions


received (Note 6) (71) (113)
Future income taxes (Note 16) 60 77
Non-controlling interests (Note 13) 84 78
Funding of employee future benefits in excess of expense


(Note 19) (9) (29)
Other (21) (86)


1,951 1,703
(Increase)/decrease in operating working capital (Note 20) (49) 29


Net cash provided by operations 1,902 1,732


Capital expenditures (754) (530)
Acquisitions, net of cash acquired (Note 7) (1,317) (1,516)
Disposition of assets, net of current tax (Note 7) 671 410
Deferred amounts and other 64 (12)


Net cash used in investing activities (1,336) (1,648)


Dividends on common shares (586) (552)
Distributions paid to non-controlling interests (74) (87)
Notes payable (repaid)/issued, net 416 179
Long-term debt issued 799 1,090
Repayment of long-term debt (1,113) (1,005)
Long-term debt of joint ventures issued 38 217
Repayment of long-term debt of joint ventures (80) (112)
Common shares issued (Note 14) 44 32
Partnership units of joint ventures issued – 88


Net cash provided by/(used in) financing activities (556) (150)


11 (87)


21 (153)


Beginning of year 191 344


End of year 212 191


The accompanying notes to the consolidated financial statements are an integral part of these statements.
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CONSOLIDATED CASH FLOWS


2006


Cash Generated from Operations
1,079
1,059


(11)


(9)
175
78


(31)
38


2,378
(303)


2,075


Investing Activities
(1,572)


(470)
23


(97)


(2,116)


Financing Activities
(617)
(72)


(495)
2,107
(729)


56
(70)
39


–


219


Effect of Foreign Exchange Rate Changes on Cash
and Short-Term Investments 9


Increase/(Decrease) in Cash and Short-Term
Investments 187


Cash and Short-Term Investments
212


Cash and Short-Term Investments
399







CONSOLIDATED FINANCIAL STATEMENTS


TRANSCANADA CORPORATION


December 31
(millions of dollars) 2005


Cash and short-term investments 212
Accounts receivable 796
Inventories 281
Other 277


1,566
400


20,038
57


2,052


24,113


Notes payable (Note 17) 962
Accounts payable 1,494
Accrued interest 222
Current portion of long-term debt (Note 8) 393
Current portion of long-term debt of joint ventures (Note 9) 41


3,112
1,196


703
9,640


937
536


16,124


783


Common shares (Note 14) 4,755
Contributed surplus 272
Retained earnings 2,269
Foreign exchange adjustment (Note 15) (90)


7,206


24,113


The accompanying notes to the consolidated financial statements are an integral part of these statements.


On behalf of the Board:


Harold N. Kvisle Harry G. Schaefer
Director Director
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CONSOLIDATED BALANCE SHEET


2006


ASSETS
Current Assets


399
1,004


392
297


2,092
Long-Term Investments (Note 6) 71
Plant, Property and Equipment (Note 3) 21,487
Goodwill 281
Other Assets (Note 4) 1,978


25,909


LIABILITIES AND SHAREHOLDERS’ EQUITY
Current Liabilities


467
1,500


264
616
142


2,989
Deferred Amounts (Note 10) 1,029
Future Income Taxes (Note 16) 876
Long-Term Debt (Note 8) 10,887
Long-Term Debt of Joint Ventures (Note 9) 1,136
Preferred Securities (Note 12) 536


17,453


Non-Controlling Interests (Note 13) 755


Shareholders’ Equity
4,794


273
2,724


(90)


7,701


Commitments, Contingencies and Guarantees (Note 21)
Subsequent Events (Note 23)


25,909







CONSOLIDATED FINANCIAL STATEMENTS


TRANSCANADA CORPORATION


Year ended December 31
(millions of dollars) 2005 2004


Balance at beginning of year 1,655 1,185
Net income 1,209 1,032
Common share dividends (595) (562)


2,269 1,655


The accompanying notes to the consolidated financial statements are an integral part of these statements.
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CONSOLIDATED RETAINED EARNINGS


2006


2,269
1,079
(624)


2,724







NOTES TO CONSOLIDATED FINANCIAL STATEMENTS


TRANSCANADA CORPORATION


TransCanada Corporation (the Company or TransCanada) is a leading North American energy company. TransCanada operates in two business
segments, Pipelines and Energy, each of which offers different products and services.


Pipelines
The Pipelines segment owns and operates the following natural gas pipelines:


• a natural gas transmission system extending from the Alberta border east into Québec (the Canadian Mainline);


• a natural gas transmission system in Alberta (the Alberta System);


• a natural gas transmission system extending from the British Columbia/Idaho border to the Oregon/California border, traversing Idaho,
Washington and Oregon (the Gas Transmission Northwest System);


• a natural gas transmission system extending from central Alberta to the B.C./United States border and to the Saskatchewan/U.S. border
(Foothills);


• a natural gas transmission system extending from the Alberta border west into southeastern B.C. (the BC System);


• a natural gas transmission system extending from a point near Ehrenberg, Arizona to the Baja California, Mexico/California border (North
Baja);


• natural gas transmission systems in Alberta, owned by TransCanada Pipeline Ventures Limited Partnership (Ventures LP), that supply natural
gas to the oil sands region of northern Alberta and to a petrochemical complex at Joffre, Alberta;


• a natural gas transmission system in Mexico extending from Naranjos, Veracruz to Tamazunchale, San Luis Potosi (Tamazunchale);


• a 61.7 per cent interest in Portland Natural Gas Transmission System (Portland), which owns a pipeline system that extends from a point
near East Hereford, Québec and delivers natural gas to the northeastern U.S.; and


• a 50 per cent interest in TQM Services Limited Partnership (TQM), which owns a pipeline system that connects with the Canadian Mainline
and transports natural gas in Québec, from Montreal to Québec City, and to the Portland system.


Pipelines also holds the Company’s investments in other natural gas pipelines primarily in North America. TransCanada’s other significant
pipeline investments include:


• a 50 per cent interest in Great Lakes Gas Transmission Limited Partnership (Great Lakes), which owns a natural gas pipeline system that
connects to the Canadian Mainline and serves markets in Central Canada and Eastern and Midwestern U.S.; and


• a 44.5 per cent interest in Iroquois Gas Transmission System, L.P. (Iroquois), which owns a natural gas pipeline system that connects with the
Canadian Mainline near Waddington, New York and delivers to customers in the northeastern U.S.


In addition, Pipelines investigates and develops new natural gas and crude oil pipelines in North America.


TransCanada is the general partner of and consolidates its 13.4 per cent (at December 31, 2006) interest in TC PipeLines, LP (PipeLines LP),
which holds the following investments:


• a 50 per cent interest in Northern Border Pipeline Company (Northern Border), which owns a pipeline system that transports natural gas
from a point near Monchy, Saskatchewan to the U.S. Midwest. TransCanada expects to begin operating Northern Border in April 2007.
TransCanada’s effective ownership in Northern Border is 6.7 per cent; and


• owns or controls a 99 per cent interest in Tuscarora Gas Transmission Company (Tuscarora), which owns a pipeline system that transports
natural gas from Malin, Oregon to Wadsworth, Nevada. TransCanada became the operator of Tuscarora in December 2006. TransCanada
effectively owns or controls 14.3 per cent of Tuscarora, including one per cent owned directly by TransCanada.


Energy
The Energy segment builds, owns and operates electrical power generation plants, and sells electricity. Energy also holds the Company’s
investments in other electrical power generation plants, natural gas storage facilities as well as the Company’s interest in liquefied natural gas
(LNG) regassification projects in North America. This business operates in Canada and the U.S. as follows:


TransCanada owns and operates:


• hydroelectric generation assets located in New Hampshire, Vermont and Massachusetts (TC Hydro);


• a natural gas-fired, combined-cycle plant in Burrillville, Rhode Island (Ocean State Power);


• natural gas-fired cogeneration plants in Alberta at Carseland, Redwater, Bear Creek and MacKay River;


• a natural gas-fired cogeneration plant near Saint John, New Brunswick (Grandview);
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• a waste-heat fuelled power plant at the Cancarb facility in Medicine Hat, Alberta (Cancarb);


• a natural gas-fired cogeneration plant near Trois-Rivières, Québec (Bécancour); and


• a natural gas storage facility near Edson, Alberta (Edson).


TransCanada owns but does not operate:


• a 48.7 per cent partnership interest and a 31.6 per cent partnership interest in the nuclear power generation facilities of Bruce Power A L.P.
(Bruce A) and Bruce Power L.P. (Bruce B) (collectively Bruce Power), respectively, located near Lake Huron, Ontario;


• a 60 per cent interest in CrossAlta Gas Storage & Services Ltd. (CrossAlta), which owns an underground natural gas storage facility near
Crossfield, Alberta; and


• a 62 per cent interest in one (Baie-des-Sables) of six wind farms in Gaspé, Québec (Cartier Wind).


TransCanada has long-term power purchase arrangements (PPAs) in place for:


• 100 per cent of the production of the Sundance A power facilities and 50 per cent, through a partnership, of the production of the
Sundance B power facilities near Wabamun, Alberta; and


• 100 per cent of the production of the Sheerness power facility near Hanna, Alberta.


TransCanada has under construction:


• phase two of the six-phase Cartier Wind project in Québec, owned 62 per cent by TransCanada;


• a combined-cycle natural gas cogeneration plant in downtown Toronto, Ontario, owned 50 per cent by TransCanada (Portlands Energy); and


• a natural gas-fired, combined-cycle power plant near Toronto, Ontario (Halton Hills).


The consolidated financial statements of the Company have been prepared by Management in accordance with Canadian GAAP. Amounts are
stated in Canadian dollars unless otherwise indicated. Certain comparative figures have been reclassified to conform with the current year’s
presentation.


Since a determination of many assets, liabilities, revenues and expenses is dependent upon future events, the preparation of these
consolidated financial statements requires the use of estimates and assumptions which have been made using careful judgment. In the opinion
of Management, these consolidated financial statements have been properly prepared within reasonable limits of materiality and within the
framework of the significant accounting policies summarized below.


The consolidated financial statements include the accounts of TransCanada Corporation and its subsidiaries as well as its proportionate share
of the accounts of its joint ventures. TransCanada uses the equity method of accounting for investments over which the Company is able to
exercise significant influence.


The Canadian Mainline, the BC System, Foothills and Trans Québec & Maritimes (TQM) are subject to the authority of the National Energy
Board (NEB) and the Alberta System is regulated by the Alberta Energy and Utilities Board (EUB). The Gas Transmission Northwest System,
North Baja and the other natural gas pipelines in the U.S. are subject to the authority of the Federal Energy Regulatory Commission (FERC).
These natural gas transmission operations are regulated with respect to the determination of revenues, tolls, construction and operations. In
order to appropriately reflect the economic impact of the regulators’ decisions regarding the Company’s revenues and tolls, and to thereby
achieve a proper matching of revenues and expenses, the timing of recognition of certain revenues and expenses in these regulated businesses
may differ from that otherwise expected under GAAP. The impact of rate regulation on TransCanada is provided in Note 11.


Pipelines
In the Pipelines segment, revenues from the Canadian rate-regulated operations are recognized in accordance with decisions made by the NEB
and EUB. Revenues from the U.S. rate-regulated operations are recorded in accordance with FERC rules and regulations. Revenues from
non-regulated operations are recorded when products have been delivered or services have been performed.
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Energy


i) Power
The majority of revenues from the Power business are derived from the sale of electricity from energy marketing activities and are recorded in
the month of delivery. Revenues from the Power business are also derived from the sale of unutilized natural gas fuel and include the impact
of energy derivative contracts, including financial swaps, futures contracts and options.


ii) Natural Gas Storage
The majority of the revenues earned from natural gas storage are derived from the sale of storage services recognized in accordance with the
term of the gas storage contracts. Revenues earned on the sale of gas held in inventory are recorded in the month of delivery. These revenues
include the impact of energy derivative contracts, including financial swaps, futures contracts and options.


Dilution gains resulting from the sale of units by partnerships in which TransCanada has an ownership interest are recognized immediately in
net income.


The Company’s short-term investments with original maturities of three months or less are considered to be cash equivalents and are recorded
at cost, which approximates market value.


Inventories consisting of natural gas in storage, uranium, materials and supplies, including spare parts, are carried at the lower of average cost
or net realizable value.


Pipelines
Plant, property and equipment of the Pipelines operations are carried at cost. Depreciation is calculated on a straight-line basis. Pipeline and
compression equipment are depreciated at annual rates ranging from two to six per cent and metering and other plant equipment are
depreciated at various rates. An allowance for funds used during construction, using the rate of return on rate base approved by the
regulators, is capitalized and included in the cost of gas transmission plant.


Energy
Major power generation and natural gas storage plant, equipment and structures in the Energy business are recorded at cost and depreciated
on a straight-line basis over estimated service lives at average annual rates ranging from two to ten per cent. Nuclear power generation assets
under capital lease are initially recorded at the present value of minimum lease payments at the inception of the lease and amortized on a
straight-line basis over the shorter of their useful life or remaining lease term. Other equipment is depreciated at various rates. The cost of
major overhauls of equipment is capitalized and depreciated over the estimated service lives. Interest is capitalized on plants under
construction.


Corporate
Corporate plant, property and equipment are recorded at cost and depreciated on a straight-line basis over estimated useful lives at average
annual rates ranging from three to 20 per cent.


The Company accounts for business acquisitions using the purchase method of accounting and, accordingly, the assets and liabilities of the
acquired entities are recorded at their estimated fair values at the date of acquisition. The excess of the purchase price over the fair value of
net assets acquired is attributed to goodwill. Goodwill is not amortized for accounting purposes but is amortized for tax purposes. Goodwill is
re-evaluated on an annual basis for impairment. Currently, all goodwill relates to Pipelines operations.


PPAs are long-term contracts for the purchase or sale of power on a predetermined basis. The initial payments for PPAs acquired are deferred
and amortized over the terms of the contracts, which range from ten to 19 years. Certain PPAs under which TransCanada sells power are
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accounted for as operating leases and, accordingly, the related plant, property and equipment are accounted for as assets under operating
leases.


TransCanada’s Stock Option Plan permits the award of options to purchase the Company’s common shares to certain employees, some of
whom are officers. The contractual life of options granted after 2002 is seven years and for options granted prior to 2003, the contractual life
is ten years. Options may be exercised at a price determined at the time the option is awarded and vest 33.3 per cent on each of the three
following award date anniversaries. The Company records compensation expense over the three-year vesting period. This charge is reflected in
the Pipelines and Energy segments.


As prescribed by the regulators, the taxes payable method of accounting for income taxes is used for tollmaking purposes for Canadian
natural gas transmission operations. Under the taxes payable method, it is not necessary to provide for future income taxes. As permitted by
Canadian GAAP, this method is also used for accounting purposes, since there is reasonable expectation that future taxes payable will be
included in future costs of service and recorded in revenues at that time. The liability method of accounting for income taxes is used for the
remainder of the Company’s operations. Under this method, future tax assets and liabilities are recognized for the future tax consequences
attributable to differences between the financial statement carrying amounts of existing assets and liabilities and their respective tax bases.
Future income tax assets and liabilities are measured using enacted or substantively enacted tax rates expected to apply to taxable income in
the years in which temporary differences are expected to be recovered or settled. Changes to these balances are recognized in income in the
period in which they occur.


Canadian income taxes are not provided on the unremitted earnings of foreign investments which the Company does not intend to repatriate
in the foreseeable future.


The Company’s foreign operations are self-sustaining and are translated into Canadian dollars using the current rate method. Under this
method, assets and liabilities are translated at period end exchange rates and items included in the statements of consolidated income,
consolidated retained earnings and consolidated cash flows are translated at the exchange rates in effect at the time of the transaction.
Translation adjustments are reflected in the foreign exchange adjustment in Shareholders’ Equity.


Exchange gains or losses on the principal amounts of foreign currency debt and preferred securities related to the Alberta System and the
Canadian Mainline are deferred until they are recovered in tolls.


The Company utilizes derivative and other financial instruments to manage its exposure to changes in foreign currency exchange rates, interest
rates and energy commodity prices.


Derivatives are recorded at their fair value at each balance sheet date. Derivatives and other instruments must be designated and be effective
to qualify for hedge accounting. For cash flow and fair value hedges, gains or losses relating to derivatives are deferred and recognized in the
same period and in the same financial statement category as the corresponding hedged transactions. For hedges of net investments in
self-sustaining foreign operations, exchange gains or losses on derivatives, after tax, and designated foreign currency denominated debt are
offset against the exchange losses or gains arising on the translation of the financial statements of the foreign operations included in the
foreign exchange adjustment account in Shareholders’ Equity. Assessment of effectiveness for those derivatives classified as hedges occurs at
inception and on an ongoing basis. In the event that a derivative does not meet the designation or effectiveness criteria, realized and
unrealized gains or losses are recognized in income each period in the same financial statement category as the underlying transaction.
Premiums paid or received with respect to derivatives that are hedges are deferred and amortized to income over the term of the hedge.


If a derivative that previously qualified as a hedge is settled, de-designated or ceases to be effective, the gain or loss at that date is deferred
and recognized in the same period and in the same financial statement category as the corresponding hedged transactions. If an anticipated
transaction is hedged and the transaction is no longer probable to occur, the related deferred gains or losses are recognized in income in the
current period.


The recognition of gains and losses on the derivatives for the Canadian Mainline, the Alberta System, the BC System and Foothills exposures is
determined through the regulatory process. The gains and losses on derivatives accounted for as part of rate-regulated accounting that do not
meet the criteria for hedge accounting are deferred.
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The Company recognizes the fair value of a liability for an asset retirement obligation, where a legal obligation exists, in the period in which it
is incurred if a reasonable estimate of fair value can be made. The fair value is added to the carrying amount of the associated asset and the
liability is accreted at the end of each period through charges to operating expenses.


No amount is recorded for asset retirement obligations relating to the regulated natural gas transmission operation assets as it is not possible
to make a reasonable estimate of the fair value of the liability due to the inability to determine the scope and timing of the asset retirements.
Management believes it is reasonable to assume that all retirement costs associated with the regulated pipelines will be recovered through tolls
in future periods.


For the hydroelectric power plant assets, as it is not possible to make a reasonable estimate of the fair value of the liability due to the inability
to determine the scope and timing of the asset retirements, no amount has been recorded for asset retirement obligations. For the Bruce
Power nuclear assets, as the lessor is responsible for decommissioning liabilities under the lease agreement, no amount has been recorded for
asset retirement obligations.


The Company sponsors defined benefit pension plans (DB Plans). The cost of defined benefit pensions and other post-employment benefits
earned by employees is actuarially determined using the projected benefit method pro-rated on service and Management’s best estimate of
expected plan investment performance, salary escalation, retirement ages of employees and expected health care costs. Pension plan assets are
measured at fair value. The expected return on pension plan assets is determined using market-related values based on a five-year moving
average value for all plan assets. Past service costs are amortized over the expected average remaining service life of the employees.
Adjustments arising from plan amendments are amortized on a straight-line basis over the average remaining service period of employees
active at the date of amendment. The excess of net actuarial gains or losses over 10 per cent of the greater of the benefit obligation and the
fair value of plan assets is amortized over the average remaining service period of the active employees. When the restructuring of a benefit
plan gives rise to both a curtailment and a settlement, the curtailment is accounted for prior to the settlement.


The Company has broad-based, medium-term employee incentive plans, which grant units to each eligible employee and are payable in cash.
Employees have the option of designating, in advance of the payout determination, some or all of their payment to purchase shares through
TransCanada’s stock savings plan. The expense related to these incentive plans is accounted for on an accrual basis. Under these plans, units
vest when certain conditions are met, including the employee’s continued employment during a specified period and achievement of specified
corporate performance targets.


Certain of the Company’s joint ventures sponsor DB Plans and other post-employment benefit plans. The Company records its proportionate
share of expenses, funding contributions and accrued benefit assets and liabilities related to these plans.


Effective June 1, 2006, TransCanada revised the composition and names of its reportable business segments to Pipelines and Energy. The
financial reporting of these segments was aligned to reflect the internal organizational structure of the Company. Pipelines principally
comprises the Company’s pipelines in Canada, the U.S. and Mexico. Energy includes the Company’s power operations, natural gas storage
business and LNG projects in Canada and the U.S. The segmented information has been retroactively restated to reflect the changes in
reportable segments. These changes had no impact on consolidated income. These changes resulted in increases to net income in the Energy
segment of $5 million in 2005 and $2 million in 2004, and corresponding decreases to net income in the Pipelines segment for the
same years.
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Asset Retirement Obligation


Employee Benefit and Other Plans


NOTE 2 SEGMENTED INFORMATION
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Revenues
Plant operating costs and other
Commodity purchases resold
Depreciation


Financial charges and non-controlling interests
Financial charges of joint ventures
Income from equity investments
Interest income and other
Gain on sale of assets
Income taxes


Net income from continuing operations


Net income from discontinued operations


Net Income


Revenues 3,993 2,131 – 6,124
Plant operating costs and other (1,226) (595) (4) (1,825)
Commodity purchases resold – (1,232) – (1,232)
Depreciation (932) (85) – (1,017)


1,835 219 (4) 2,050
Financial charges and non-controlling interests (788) (2) (130) (920)
Financial charges of joint ventures (57) (9) – (66)
Income from equity investments 79 168 – 247
Interest income and other 25 5 33 63
Gains on sale of assets 82 363 – 445
Income taxes (497) (178) 65 (610)


Net income from continuing operations 679 566 (36) 1,209


Net income from discontinued operations –


Net Income 1,209


Revenues 3,854 1,643 – 5,497
Plant operating costs and other (1,161) (451) (3) (1,615)
Commodity purchases resold – (940) – (940)
Depreciation (871) (77) – (948)


1,822 175 (3) 1,994
Financial charges and non-controlling interests (848) (9) (79) (936)
Financial charges of joint ventures (59) (4) – (63)
Income from equity investments 83 130 – 213
Interest income and other 8 14 37 59
Gains on sale of assets 7 197 – 204
Income taxes (429) (105) 43 (491)


Net income from continuing operations 584 398 (2) 980


Net income from discontinued operations 52


Net Income 1,032


(1) In determining the net income of each segment, certain expenses such as indirect financial charges and related income taxes are not
allocated to business segments.
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NET INCOME/(LOSS)(1)


Year ended December 31, 2006 (millions of dollars) Pipelines Energy Corporate Total


3,990 3,530 – 7,520
(1,380) (1,024) (7) (2,411)


– (1,707) – (1,707)
(927) (131) (1) (1,059)


1,683 668 (8) 2,343
(767) – (136) (903)
(69) (23) – (92)
33 – – 33
67 5 51 123
23 – – 23


(410) (198) 132 (476)


560 452 39 1,051


28


1,079


Year ended December 31, 2005 (millions of dollars)


Year ended December 31, 2004 (millions of dollars)
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2005


Pipelines 17,872
Energy 5,303
Corporate 938


24,113


2005 2004


Revenues(1)


Canada – domestic 3,499 3,214
Canada – export 1,160 1,261
United States and other 1,465 1,022


6,124 5,497


(1) Revenues are attributed to countries based on country of origin of product or service.


2005


Plant, Property and Equipment
Canada 15,647
United States 4,306
Mexico 85


20,038


2005 2004


Pipelines 244 221
Energy 506 305
Corporate 4 4


754 530
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TOTAL ASSETS


December 31 (millions of dollars) 2006


18,320
6,500
1,089


25,909


GEOGRAPHIC INFORMATION


Year ended December 31 (millions of dollars) 2006


4,956
972


1,592


7,520


December 31 (millions of dollars) 2006


16,204
5,109


174


21,487


CAPITAL EXPENDITURES


Year ended December 31 (millions of dollars) 2006


560
976


36


1,572
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2005


Accumulated Net
Cost Depreciation Book Value


Pipelines
Canadian Mainline


Pipeline 8,701 3,665 5,036
Compression 3,341 1,066 2,275
Metering and other 359 134 225


12,401 4,865 7,536
Under construction 15 – 15


12,416 4,865 7,551


Alberta System
Pipeline 5,020 2,203 2,817
Compression 1,493 676 817
Metering and other 799 247 552


7,312 3,126 4,186
Under construction 25 – 25


7,337 3,126 4,211


GTN(1)


Pipeline 1,381 60 1,321
Compression 507 15 492
Metering and other 90 – 90


1,978 75 1,903
Under construction 18 – 18


1,996 75 1,921


Foothills
Pipeline 815 377 438
Compression 377 128 249
Metering and other 71 31 40


1,263 536 727


Joint Ventures and Other
Great Lakes 1,181 566 615
Northern Border(2) – – –
Other(3) 2,064 522 1,542


3,245 1,088 2,157


26,257 9,690 16,567


Energy(4)


Nuclear(5) 1,265 143 1,122
Natural gas 1,121 347 774
Hydro 598 9 589
Natural gas storage 45 20 25
Other 117 55 62


3,146 574 2,572
Under construction 872 – 872


4,018 574 3,444


Corporate 73 46 27


30,348 10,310 20,038


(1) Gas Transmission Northwest System and North Baja system (collectively GTN).
(2) In April 2006, PipeLines LP acquired an additional 20 per cent general partnership interest in Northern Border, bringing its total general


partnership interest to 50 per cent. Northern Border became a jointly controlled entity and TransCanada commenced proportionately
consolidating its investment in Northern Border on a prospective basis. At December 31, 2006, the Company’s effective ownership, net of
non-controlling interests, is 6.7 per cent (2005 – 4.0 per cent) as a result of the Company holding a 13.4 per cent interest in PipeLines LP.


(3) Includes $4 million of plant under construction (2005 – $85 million).
(4) Certain power generation facilities are accounted for as assets under operating leases. At December 31, 2006, the net book value of


these facilities was $81 million (2005 – $87 million). In 2006, revenues of $13 million (2005 – $23 million) were recognized through the
sale of electricity under the related PPAs.


(5) Includes assets under capital lease relating to Bruce Power.
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NOTE 3 PLANT, PROPERTY AND EQUIPMENT
2006


December 31 Accumulated Net
(millions of dollars) Cost Depreciation Book Value


8,850 3,911 4,939
3,343 1,181 2,162


346 136 210


12,539 5,228 7,311
23 – 23


12,562 5,228 7,334


5,120 2,352 2,768
1,510 760 750


806 271 535


7,436 3,383 4,053
98 – 98


7,534 3,383 4,151


1,386 111 1,275
512 32 480


89 – 89


1,987 143 1,844
17 – 17


2,004 143 1,861


815 405 410
377 141 236


72 35 37


1,264 581 683


1,187 600 587
1,451 585 866
2,274 615 1,659


4,912 1,800 3,112


28,276 11,135 17,141


1,349 214 1,135
1,636 383 1,253


592 21 571
344 22 322
284 72 212


4,205 712 3,493
809 – 809


5,014 712 4,302


65 21 44


33,355 11,868 21,487







NOTES TO CONSOLIDATED FINANCIAL STATEMENTS


2005


PPAs(1) 825
Pension and other benefit plans 304
Regulatory assets 169
Derivative contracts 209
Hedging deferrals 118
Loans and advances(2) 91
Debt issue costs 72
Deferred project development costs(3) 25
Other 239


2,052


(1) The following amounts related to the PPAs are included in the consolidated financial statements.


2005


Accumulated Net
Cost Amortization Book Value


PPAs 915 90 825


The amortization expense for the PPAs was $58 million for the year ended December 31, 2006 (2005 – $24 million; 2004 – $24 million).
The expected amortization expense in each of the next five years approximates: 2007 – $58 million; 2008 – $58 million; 2009 –
$58 million; 2010 – $58 million; and 2011 – $57 million.


(2) The December 31, 2006 balance includes a $118-million loan (2005 – $87 million) to the Aboriginal Pipeline Group (APG) to finance the
APG for its one-third share of project development costs related to the Mackenzie Gas Pipeline (MGP) project. The ability to recover this
investment remains dependent upon the successful outcome of the project.


(3) The December 31, 2006 balance includes $39 million (2005 – $6 million) and $31 million (2005 – $19 million) related to the Keystone oil
project and the Broadwater LNG project, respectively.


TransCanada’s Proportionate Share


Income Before Income Taxes Net Assets
Year ended December 31 December 31Ownership


Interest(1) 2005 2004 2005


Pipelines
Great Lakes 50.0% 73 86 375
Iroquois 44.5%(2) 29 28 190
TQM 50.0% 13 13 73
Northern Border 6.7%(3) – – –
Other Various(4) 15 12 67


Energy
Bruce A 48.7%(5) 19 – 563
Bruce B 31.6%(5) 5 – 434
ASTC Power Partnership 50.0%(6) – – 88
Power LP (7) 25 32 –
CrossAlta 60.0% 31 20 30
Portlands Energy 50.0%(8) – – –
Cartier Wind 62.0%(9) –


210 191 1,820


(1) All ownership interests are as at December 31, 2006. Changes due to the February 22, 2007 acquisition of ANR are discussed in Note 23
‘‘Subsequent Events’’.
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NOTE 4 OTHER ASSETS


December 31 (millions of dollars) 2006


767
268
171
142
152
121


77
70


210


1,978


2006


December 31 Accumulated Net
(millions of dollars) Cost Amortization Book Value


915 148 767


NOTE 5 JOINT VENTURE INVESTMENTS


(millions of dollars) 2006 2006


69 370
25 194
11 75
47 634
11 26


75 916
140 425


– 82
– –


64 36
– 90
2 172


444 3,020







NOTES TO CONSOLIDATED FINANCIAL STATEMENTS


(2) In June 2005, the Company acquired an additional 3.5 per cent ownership interest in Iroquois.
(3) In April 2006, PipeLines LP acquired an additional 20 per cent general partnership interest in Northern Border, bringing its total general


partnership interest to 50 per cent. Northern Border became a jointly controlled entity and TransCanada commenced proportionately
consolidating its investment in Northern Border on a prospective basis. At December 31, 2006, the Company’s effective ownership, net of
non-controlling interests, was 6.7 per cent (2005 – 4.0 per cent) as a result of the Company holding a 13.4 per cent interest in
PipeLines LP.


(4) In December 2006, PipeLines LP acquired an additional 49 per cent general partnership interest in Tuscarora. As a result of this
transaction, PipeLines LP owns or controls 99 per cent of Tuscarora. PipeLines LP began consolidating its investment in Tuscarora at the
date of this additional acquisition. At December 31, 2006, the Company effectively owned or controled an aggregate 14.3 per cent
(2005 – 7.6 per cent) interest in Tuscarora of which 13.3 per cent was held indirectly through TransCanada’s 13.4 per cent interest in
PipeLines LP and the remaining one per cent was owned directly.


(5) TransCanada acquired a 47.4 per cent ownership interest in Bruce A on October 31, 2005. The Company increased its ownership interest
in Bruce A to 48.7 per cent during 2006 (December 31, 2005 – 47.9 per cent) as a result of certain other partners not participating in
capital contributions to Bruce A. The Company proportionately consolidated its investments in Bruce A and Bruce B, on a prospective
basis, effective October 31, 2005.


(6) The Company has a 50 per cent ownership interest in ASTC Power Partnership, which is located in Alberta and holds a PPA. The
underlying power volumes related to the 50 per cent ownership interest in the Partnership are effectively transferred to TransCanada.


(7) In April 2004, the Company’s interest in TransCanada Power, L.P. (Power LP) decreased to 30.6 per cent from 35.6 per cent. In
August 2005, the Company sold its 30.6 per cent interest in Power LP.


(8) Portlands Energy is a limited partnership between Ontario Power Generation and TransCanada, with both parties having a
50 per cent interest.


(9) TransCanada proportionately consolidates 62 per cent of the assets, liabilities, revenues and expenses of its Cartier Wind project.
Baie-des-Sables began operating in November 2006.


2005 2004


Income
Revenues 687 572
Plant operating costs and other (328) (240)
Depreciation (93) (90)
Financial charges and other (56) (51)


Proportionate share of income before income taxes of joint ventures 210 191


2005 2004


Cash Flows
Operating activities 346 270
Investing activities (133) (287)
Financing activities(1) (152) 35
Effect of foreign exchange rate changes on cash and short-term investments (1) (5)


Proportionate share of (decrease)/increase in cash and short-term investments
of joint ventures 60 13


(1) Financing activities include cash outflows resulting from distributions paid to TransCanada of $470 million (2005 – $201 million; 2004 –
$158 million) and cash inflows resulting from capital contributions paid by TransCanada of $452 million (2005 – $92 million and
2004 – nil).


2005


Balance Sheet
Cash and short-term investments 123
Other current assets 281
Plant, property and equipment 2,707
Other assets/(deferred amounts) (net) (45)
Current liabilities (291)
Long-term debt (937)
Future income taxes (18)


Proportionate share of net assets of joint ventures 1,820
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Summarized Financial Information of Joint Ventures


Year ended December 31 (millions of dollars) 2006


1,379
(689)
(162)
(84)


444


Year ended December 31 (millions of dollars) 2006


645
(641)
(31)


9


(18)


December 31 (millions of dollars) 2006


127
304


4,110
78


(443)
(1,136)


(20)


3,020
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TransCanada’s Share


Distributions Income from
from Equity Investments Equity Investments Equity Investments


Year ended December 31 Year ended December 31 December 31Ownership
Interest 2005 2004 2005 2004 2005


Pipelines
Northern Border (1) 76 79 61 65 315
TransGas 46.5%(2) 6 8 11 11 62
Other Various 10 13 7 7 23


Energy
Bruce B 31.6%(3) 84 – 168 130 –


176 100 247 213 400


(1) In April 2006, PipeLines LP acquired an additional 20 per cent general partnership interest in Northern Border, bringing its total general
partnership interest to 50 per cent. Northern Border became a jointly controlled entity and TransCanada commenced proportionately
consolidating its investment in Northern Border on a prospective basis.


(2) TransGas de Occidente S.A. (TransGas).
(3) The Company proportionately consolidated its 31.6 per cent ownership interest in Bruce B, on a prospective basis, effective


October 31, 2005.


Tuscarora
In December 2006, PipeLines LP acquired an additional 49 per cent controlling general partner interest in Tuscarora, subject to closing
adjustments, for US$100 million, with the option to purchase Sierra Pacific Resources’ remaining one per cent interest in Tuscarora in
approximately one year. In addition, the Company indirectly assumed US$37 million of debt. The purchase price was allocated US$79 million
to goodwill, US$37 million to long-term debt, and the balance primarily to plant, property and equipment. Factors that contributed to
goodwill include opportunities for expansion and a stronger competitive position.


As a result of this transaction, PipeLines LP owns or controls 99 per cent of Tuscarora. At December 31, 2006, TransCanada’s effective
ownership in Tuscarora, net of non-controlling interests, was 14.3 per cent as a result of it holding a 13.4 per cent interest in PipeLines LP, and
its direct ownership of the remaining one per cent of Tuscarora. PipeLines LP began consolidating its investment in Tuscarora at the date of
acquisition. In connection with this transaction, TransCanada became the operator of Tuscarora in December 2006.


Northern Border Pipeline
In April 2006, PipeLines LP acquired an additional 20 per cent general partnership interest in Northern Border for US$307 million, in addition
to indirectly assuming US$122 million of debt. The purchase price was allocated US$114 million to goodwill, US$122 million to long-term
debt and the balance primarily to plant, property and equipment. Factors that contributed to goodwill include opportunities for expansion and
a stronger competitive position.


This transaction increased PipeLines LP’s total general partnership interest in Northern Border to 50 per cent. At December 31, 2006,
TransCanada’s effective ownership, net of non-controlling interests, was 6.7 per cent as a result of it holding a 13.4 per cent interest in
PipeLines LP. PipeLines LP proportionately consolidated its 50 per cent interest in Northern Border at the date of acquisition. In connection with
this transaction, TransCanada expects to become the operator of Northern Border in April 2007.
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NOTE 6 LONG-TERM INVESTMENTS


(millions of dollars) 2006 2006 2006


13 13 –
7 11 66
4 9 5


– – –


24 33 71


NOTE 7 ACQUISITIONS AND DISPOSITIONS


Acquisitions


Pipelines
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Sheerness PPA
Effective December 31, 2005, TransCanada acquired the remaining rights and obligations of the Sheerness PPA from the Alberta Balancing
Pool for $585 million. The PPA terminates December 2021.


Bruce Power
In October 2005, as part of an agreement to restart the currently idle Bruce A Units 1 and 2, TransCanada acquired a partnership interest in a
newly created partnership, Bruce A, which subleased Bruce A Units 1 to 4 from Bruce B (the Bruce A Sublease) and purchased certain other
related assets. TransCanada incurred a net cash outlay of $100 million as a result of this transaction. As part of this reorganization, both Bruce
A and Bruce B became jointly controlled entities and TransCanada commenced proportionately consolidating its investment in both Bruce A
and Bruce B, on a prospective basis, effective October 31, 2005. At December 31, 2006 the Company held 48.7 per cent and 31.6 per cent
interests in Bruce A and Bruce B, respectively.


TC Hydro
In April 2005, TransCanada acquired certain hydroelectric generation assets from USGen New England, Inc. for approximately US$503 million.
Substantially all of the purchase price was allocated to plant, property and equipment.


The pre-tax gains on sale of assets comprise the following.


2005 2004


Gain on sale of Northern Border Partners, L.P. interest – –
Gains related to Power LP 245 197
Gain on sale of Paiton Energy(1) 118 –
Gain on sale of PipeLines LP units 82 –
Gain on sale of Millennium(1) – 7


445 204


(1) PT Paiton Energy Company (Paiton Energy); Millennium Pipeline project (Millennium).


Northern Border Partners, L.P. Interest
In April 2006, TransCanada sold its 17.5 per cent general partner interest in Northern Border Partners L.P. for net proceeds of $33 million
(US$30 million), and recognized an after-tax gain on sale of $13 million. The net gain was recorded in the Pipelines segment and the
Company recorded a $10 million income tax charge, including $12 million of current income tax expense, on this transaction.


Power LP
In August 2005, TransCanada sold its ownership interest in Power LP to EPCOR Utilities Inc. (EPCOR) for net proceeds of $523 million and
realized an after-tax gain of $193 million. The net gain was recorded in the Energy segment and the Company recorded a $52 million income
tax charge, including $79 million of current income tax expense, on this transaction. The book value of Power LP’s assets and liabilities
disposed of under this sale were $452 million and $174 million, respectively. EPCOR’s acquisition included 14.5 million limited partnership units
of Power LP, representing 30.6 per cent of the outstanding units, 100 per cent ownership of the general partner of Power LP, and the
management and operations agreements governing the ongoing operation of Power LP’s generation assets.


In April 2004, TransCanada sold the ManChief and Curtis Palmer power facilities to Power LP for $539 million (US$403 million) plus closing
adjustments of $17 million (US$13 million) and recognized an after-tax gain on sale of $15 million. The net gain was recorded in the Energy
segment and the Company recorded a $10-million income tax charge.


At a special meeting held on April 29, 2004, Power LP’s unitholders approved an amendment to the terms of the Power LP Partnership
Agreement to remove Power LP’s obligation to redeem all units not owned by TransCanada at June 30, 2017. TransCanada was required to
fund this redemption, thus the removal of Power LP’s obligation eliminated this requirement. The removal of the obligation and the reduction
in TransCanada’s ownership interest in Power LP resulted in a gain of $172 million.


Paiton Energy
In November 2005, TransCanada sold its approximately 11 per cent ownership interest in Paiton Energy to subsidiaries of The Tokyo Electric
Power Company for gross proceeds of $122 million (US$103 million) and recognized an after-tax gain on sale of $115 million. The net gain
was recorded in the Energy segment and the Company recorded a $3-million income tax charge, including $3-million of current income
tax recovery.


PipeLines LP
In March and April 2005, TransCanada sold 3,574,200 common units of PipeLines LP for net proceeds of $153 million and recorded an
after-tax gain of $49 million. The net gain was recorded in the Pipelines segment and the Company recorded a $33-million income tax charge,
including $51 million of current income tax expense, on this transaction. Subsequent to these transactions, TransCanada owned a
13.4 per cent interest in PipeLines LP represented by a general partner interest of 2.0 per cent and an 11.4 per cent limited partner interest. 
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Energy


Dispositions


Year ended December 31 (millions of dollars) 2006


23
–
–
–
–


23
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2005


Weighted
Average


Outstanding Interest
Maturity Dates December 31(1) Rate(2)


TRANSCANADA PIPELINES LIMITED
First Mortgage Pipe Line Bonds


Pounds Sterling (2006 and 2005 – £25) 2007 50 16.5%
Debentures


Canadian dollars 2008 to 2020 1,355 10.9%
U.S. dollars (2006 and 2005 – US$600) 2012 to 2021 700 9.5%


Medium-Term Notes
Canadian dollars 2007 to 2031 3,228 6.4%
U.S. dollars (2006 – US$2,223; 2005 –


 US$1,841) 2009 to 2036 2,146 5.8%
Subordinated Debentures


U.S. dollars (2005 – US$57) 66 9.1%


7,545


NOVA GAS TRANSMISSION LTD.
Debentures and Notes


Canadian dollars 2007 to 2024 585 11.6%
U.S. dollars (2006 and 2005 – US$375) 2012 to 2023 437 8.2%


Medium-Term Notes
Canadian dollars 2007 to 2030 665 7.2%
U.S. dollars (2006 and 2005 – US$33) 2026 38 7.5%


1,725


GAS TRANSMISSION NORTHWEST
CORPORATION


Unsecured Debentures and Notes
U.S. Dollars (2006 and 2005 – US$400) 2010 to 2035 466 5.3%


TC PIPELINES, LP
Unsecured Loan


U.S. dollars (2006 – US$397; 2005 –
 US$14) 2007 16 5.6%


PORTLAND NATURAL GAS
TRANSMISSION SYSTEM


Senior Secured Notes
U.S. dollars (2006 – US$226; 2005 –


 US$241) 2018 281 5.9%


TUSCARORA GAS TRANSMISSION
COMPANY


Senior Unsecured Notes
U.S. dollars (2006 – US$74) 2010 to 2012


OTHER
Secured Notes


U.S. dollars (2006 – US$24) 2011


10,033
Less: Current Portion of Long-Term Debt 393


9,640


(1) Amounts outstanding are stated in millions of Canadian dollars; amounts denominated in currencies other than Canadian dollars are
stated in millions.


(2) Weighted average interest rates are stated as at the respective outstanding dates. The effective weighted average interest rates resulting
from swap agreements are as follows: TransCanada PipeLines Limited’s (TCPL) U.S. dollar medium-term notes – 5.8 per cent (2005 –
5.9 per cent) and TCPL’s U.S. dollar subordinated debentures in 2005 – 9.0 per cent.
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NOTE 8 LONG-TERM DEBT


2006


Weighted
Average


Outstanding Interest
December 31(1) Rate(2)


57 16.5%


1,355 10.9%
699 9.5%


3,848 6.0%


2,590 5.8%


–


8,549


564 11.6%
437 8.2%


609 7.1%
38 7.5%


1,648


466 5.3%


463 5.4%


263 5.9%


86 7.2%


28 7.3%


11,503
616


10,887
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Principal repayments on the long-term debt of the Company approximate: 2007 – $616 million; 2008 – $549 million; 2009 – $847 million;
2010 – $653 million; and 2011 – $883 million.


At December 31, 2006, $500 million of medium-term note debentures were available for issue under a debt shelf program in Canada and
US$500 million of debt securities were available for issue under a debt shelf program in the U.S. Under the Canadian debt shelf program, the
Company issued $300 million of five year medium-term notes bearing interest of 4.3 per cent in January 2006 and $400 million of ten year
medium-term notes bearing interest of 4.65 per cent in October 2006. In March 2006, the Company issued US$500 million of 30-year senior
unsecured notes bearing interest of 5.85 per cent under the U.S. debt shelf program. Both the Canadian and U.S. debt shelf programs expired
in January 2007.


In April 2006, PipeLines LP borrowed US$307 million under its unsecured credit facility to finance the cash portion of the purchase price of its
acquisition of an additional 20 per cent interest in Northern Border. In December 2006, the credit facility was repaid in full and replaced with
a US$410 million syndicated revolving credit and term loan agreement, of which US$397 million was drawn as at December 31, 2006.
Borrowings under the credit and term loan agreement will bear interest at the London interbank offered rate plus an applicable margin.


The Deed of Trust and Mortgage securing the Company’s First Mortgage Pipe Line Bonds limits the specific and floating charges to those
assets comprising the present and future Canadian Mainline and TCPL’s present and future gas transportation contracts.


Debentures issued by Nova Gas Transmission Ltd. (NGTL), amounting to $225 million, have retraction provisions which entitle the holders to
require redemption of up to eight per cent of the then outstanding principal plus accrued and unpaid interest on specified repayment dates.
No redemptions have been made to December 31, 2006.


On February 15, 2007, the Company retired $275 million of 6.05 per cent medium-term notes.


Medium-term notes issued by NGTL, amounting to $50 million, have a provision entitling the holders to extend the maturity of the
medium-term notes from the initial repayment date of 2007 to 2027. If extended, the interest rate would increase from 6.1 per cent to
7.0 per cent.


2005 2004


Interest on long-term debt 849 864
Interest on short-term debt 23 7
Capitalized interest (24) (11)
Amortization and other financial charges (12) (2)


836 858


The Company made interest payments of $771 million for the year ended December 31, 2006 (2005 – $838 million; 2004 – $864 million).
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Principal Repayments


Debt Shelf Programs


PipeLines LP


First Mortgage Pipe Line Bonds


Debentures


Medium-Term Notes


Financial Charges


Year ended December 31 (millions of dollars) 2006


846
23


(60)
16


825
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2005


Weighted
Average


Outstanding Interest
Maturity Dates December 31(1) Rate(2)


Great Lakes
Senior Unsecured Notes


(2006 – US$225; 2005 – US$230) 2011 to 2030 268 7.9%


Bruce Power
Capital Lease Obligations 2018 254 7.5%


Iroquois
Senior Unsecured Notes


(2006 and 2005 – US$165) 2010 to 2027 192 7.5%
Bank Loan


(2006 – US$15; 2005 – US$25) 2008 29 4.3%


TQM
Bonds 2009 to 2010 138 6.0%
Term Loan 2010 29 3.5%


Northern Border
Senior Unsecured Notes


(2006 – US$316) 2007 to 2021 – –
Other 2007 to 2012 68 6.1%


978
Less: Current Portion of Long-Term Debt of


Joint Ventures 41


937


(1) Amounts outstanding represent TransCanada’s proportionate share and are stated in millions of Canadian dollars; amounts denominated
in U.S. dollars are stated in millions.


(2) Weighted average interest rates are stated as at the respective outstanding dates. At December 31, 2006, the effective weighted average
interest rates resulting from swap agreements are as follows: Iroquois bank loan – 6.9 per cent (2005 – 5.4 per cent).


The long-term debt of joint ventures is non-recourse to TransCanada, except that TransCanada has provided certain pro-rata guarantees
related to the capital lease obligations of Bruce Power. The security provided with respect to the debt by each joint venture is limited to the
rights and assets of that joint venture and does not extend to the rights and assets of TransCanada, except to the extent of TransCanada’s
investment.


The Company’s proportionate share of principal repayments resulting from maturities and sinking fund obligations of the non-recourse joint
venture debt approximates: 2007 – $134 million; 2008 – $17 million; 2009 – $192 million; 2010 – $246 million; and 2011 – $21 million.


The Company’s proportionate share of principal payments resulting from the capital lease obligations of Bruce Power approximates: 2007 –
$8 million; 2008 – $9 million; 2009 – $11 million; 2010 – $13 million; and 2011 – $15 million.
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NOTE 9 LONG-TERM DEBT OF JOINT VENTURES


2006


Weighted
Average


Outstanding Interest
December 31(1) Rate(2)


262 7.8%


250 7.5%


192 7.5%


17 6.2%


138 6.0%
32 4.4%


368 6.9%
19 3.8%


1,278


142


1,136
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2005 2004


Interest on long-term debt 60 59
Interest on capital lease obligations 3 –
Short-term interest and other financial charges 1 2
Deferrals and amortization 2 2


66 63


The Company’s proportionate share of the interest payments of joint ventures was $73 million for the year ended December 31, 2006 (2005 –
$62 million; 2004 – $58 million).


The Company’s proportionate share of interest payments from the capital lease obligations of Bruce Power was $20 million for the year ended
December 31, 2006 (2005 – $3 million; 2004 – nil).


Subject to meeting certain requirements, the Bruce Power capital lease agreements provide for renewals commencing January 1, 2019. The
first renewal is for a period of one year, and each of the second to thirteenth renewals is for a period of two years.


2005


Regulatory liabilities 597
Derivative contracts 212
Hedging deferrals 72
Employee benefit plans 168
Asset retirement obligations 33
Deferred revenue 42
Other 72


1,196


Regulatory assets and liabilities represent future revenues which are expected to be recovered from or refunded to customers in future periods
as a result of the rate-setting process associated with certain costs and revenues, incurred in the current period or in prior periods, and under
or over collection of revenues in the current or prior periods.


Canadian natural gas transmission services are provided under gas transportation tariffs that provide for cost recovery including return of and
return on capital as approved by the applicable regulatory authorities.


Rates charged by TransCanada’s wholly owned and partially-owned Canadian regulated pipelines are typically set through a process that
involves filing of an application for a change in rates with the regulator. Under the regulation, rates are underpinned by the total annual
revenue requirement, which includes a specified annual return on capital, including debt and equity, and all necessary operating expenses,
taxes and depreciation.


TransCanada’s Canadian regulated pipelines have generally been regulated using a cost-of-service model where the forecast costs plus a return
on capital equals the revenues for the upcoming year. To the extent that actual costs are more or less than the forecast costs, the regulators
generally allow the difference to be deferred to a future period and recovered or refunded in revenues at that time. Those costs for which the
regulator does not allow the difference between actual and forecast costs to be deferred are included in the determination of net income in
the year in which they are incurred.


The Canadian Mainline, the BC System, Foothills and TQM are regulated by the NEB under the National Energy Board Act. The Alberta System
is regulated by the EUB primarily under the provisions of the Gas Utilities Act (Alberta) and the Pipeline Act (Alberta). The NEB and the EUB
regulate the construction, operations, tolls and the determination of revenues of the Canadian natural gas transmission operations.
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Financial Charges of Joint Ventures


Year ended December 31 (millions of dollars) 2006


67
19
3
3
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NOTE 10 DEFERRED AMOUNTS


December 31 (millions of dollars) 2006


386
254


84
195


45
32
33


1,029


NOTE 11 REGULATED BUSINESSES


Canadian Regulated Operations
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Canadian Mainline
In March 2006, TransCanada and its Canadian Mainline shippers entered into a negotiated settlement that addressed all elements of the
Canadian Mainline’s 2006 tolls (2006 Settlement). The 2006 Settlement was approved by the NEB in April 2006. Pursuant to the 2006
Settlement, the cost of capital in the Canadian Mainline’s 2006 revenue requirement and resulting tolls were determined based on the
RH-2-2004 Phase II proceeding relating to the 2004 cost of capital of the Canadian Mainline. The RH-2-2004 Phase II decision increased the
deemed capital structure for the Canadian Mainline to 36 per cent from 33 per cent, effective January 1, 2004. The return on equity of the
Canadian Mainline continues to be based on the NEB’s approved rate of return on common equity (ROE) formula, which was established in
the RH-2-94 Multi-Pipeline Cost of Capital proceeding.


Under the 2006 Settlement, the Canadian Mainline’s operating, maintenance and administrative (OM&A) costs for 2006 were fixed and
variances between the 2006 negotiated and actual level of OM&A costs accrued to TransCanada. All other cost and revenue component
variances were treated on a full recovery basis. The allowed ROE in 2006 was 8.88 per cent.


Alberta System
The Alberta System operates under the 2005-2007 Revenue Requirement Settlement. This settlement, approved by the EUB in June 2005,
encompassed all elements of the Alberta System’s revenue requirement for 2005, 2006 and 2007 and established methodologies for
calculation of the revenue requirement for all three years, based on the recovery of all cost components and the use of deferral accounts.


Fixed costs are operating costs and certain other costs, including foreign exchange on interest payments, uninsured losses and amortization of
severance costs. These costs were set for each of 2005, 2006 and 2007 and any difference between actual and forecast fixed costs will be
included in the determination of net income in the year in which they are incurred. Costs other than fixed costs are forecast at the beginning
of each year and included in the calculation of the revenue requirement. Any variance between the forecast and actual costs incurred will be
included in a deferral account and adjusted in the following year’s revenue requirement. The settlement also set the ROE using the formula for
determining the annual generic ROE established in the EUB’s General Cost of Capital Decision 2004-052 on a deemed common equity of
35 per cent for all three years. The allowed ROE in 2006 was 8.93 per cent.


Other Canadian Pipelines
Similar to the Canadian Mainline, the NEB approves pipeline tolls on an annual cost of service basis for the BC System, Foothills and TQM. The
NEB allows each pipeline to charge a schedule of tolls based on the estimated cost of service. This schedule of tolls is used for a current year
until a new toll filing is made for the following year. Differences between the estimated cost of service and the actual cost of service are
included in the following year’s tolls. The ROE for these Canadian pipelines is based on the NEB’s approved ROE formula which was
established in the RH-2-94 Multi-Pipeline Cost of Capital proceeding, being 8.88 per cent in 2006. The deemed equity component of each of
the pipelines’ capital structure was set at 36 per cent for the BC System and Foothills and 30 per cent for TQM for 2006.


TransCanada’s wholly owned and partially-owned U.S. pipelines are ‘natural gas companies’ operating under the provisions of the Natural Gas
Act of 1938 and the Natural Gas Policy Act of 1978, and are subject to the jurisdiction of the FERC. The Natural Gas Act of 1938 grants the
FERC authority over the construction and operation of pipelines and related facilities. The FERC also has authority to regulate rates for natural
gas transportation in interstate commerce.


Gas Transmission Northwest System and North Baja System
Rates and tariffs of the Gas Transmission Northwest System and North Baja have been approved by the FERC. These two systems operate
under fixed rate models, whereby maximum and minimum rates for various service types have been ordered by the FERC and under which
each of the two systems are permitted to discount or negotiate rates on a non-discriminatory basis. General rates for mainline capacity on the
Gas Transmission Northwest System were last reviewed by the FERC in a 1994 rate proceeding. A settlement of the 1994 rate proceeding,
which set rate levels that remained in effect through December 2006, was approved by the FERC in 1996. In June 2006, Gas Transmission
Northwest Corporation filed a general rate case under Section 4 of the Natural Gas Act of 1938. New rates on the Gas Transmission
Northwest System went into effect on January 1, 2007, subject to refund, upon approval of final rates by the FERC. The FERC rate case
hearing is scheduled to commence in October 2007. Rates for capacity on North Baja were established in 2002 in the FERC’s initial order
certificating construction and operations of North Baja.


Portland
In 2003, Portland received final approval from the FERC of its general rate case under the Natural Gas Act of 1938. Portland is required to
file a general rate case under the Natural Gas Act of 1938 with a proposed effective date of April 1, 2008.


Northern Border
As required by the provisions of the settlement of its last rate case, on November 1, 2005, Northern Border filed a rate case with the FERC. In
December 2005, the FERC issued an order accepting the proposed rates but suspended their effectiveness until May 1, 2006. Since May 1,
2006, the new rates were collected subject to refund. The settlement was reached between Northern Border Pipeline and its customers and
was supported by the FERC trial staff. The FERC approved the Northern Border settlement in November 2006.
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Remaining
Recovery/


Settlement
2005 Period


(years)
Regulatory Assets


Unrealized losses on derivatives – Canadian Mainline(1) 43 1 - 4
Unrealized losses on derivatives – BC System(1) 33 7
Foreign exchange reserve – Alberta System(2) 32 23
Phase II Preliminary Expenditures – Foothills(3) 23 9
Transitional other benefit obligations – Canadian Mainline(4) 10 10
Other 28 n/a


Total Regulatory Assets (Other Assets) 169


Regulatory Liabilities
Operating and debt service regulatory liabilities(5) 273 1
Foreign exchange on long-term debt – Canadian Mainline(6) 202 1 - 41
Foreign exchange on long-term debt – Alberta System(6) 59 6 - 23
Foreign exchange on long-term debt – BC System(6) 20 7
Post-retirement benefits other than pension – Gas Transmission Northwest System(7) 17 n/a
Other 26 n/a


Total Regulatory Liabilities (Deferred Amounts) 597


(1) Unrealized losses on derivatives represent the net position of fair value gains and losses on cross-currency and interest-rate swaps which
act as economic hedges. The cross-currency swaps relate to the Canadian Mainline and the BC System related foreign debt instruments.
The Canadian Mainline interest-rate swaps were entered into as a result of the Mainline Interest Rate Management Program approved by
the NEB as a component of the 1996 - 1999 Incentive Cost Recovery and Revenue Settlement. Interest savings or losses are determined
when the interest swaps are settled. In the absence of rate-regulated accounting, Canadian GAAP would require the inclusion of these
fair value losses in the operating results of the Canadian Mainline as they were not documented as hedges for accounting purposes. In
the absence of rate-regulated accounting, pre-tax operating results of the Canadian Mainline for 2006 would have been $1 million lower
(2005 – $8 million lower). Effective January 1, 2006, the BC System cross-currency swap has been designated and is effective to qualify
for hedge accounting. The regulatory asset with respect to the BC System represents the unrealized losses for the ineffective period of the
derivative from inception to December 31, 2005. In the absence of rate-regulated accounting, pre-tax operating results would have been
the same (2005 – $2 million lower) for the BC System.


(2) The foreign exchange reserve account in the Alberta System, as approved by the EUB, is designed to facilitate the recovery or refund of
foreign exchange gains and losses over the life of the foreign currency debt issues. The estimated gain/(loss) on foreign currency debt is
amortized over the remaining years of the longest outstanding U.S. debt issue. The annual amortization amount is included in the
determination of tolls for the year.


(3) Phase II Preliminary Expenditures are costs incurred by Foothills prior to 1981 related to development of Canadian facilities to deliver
Alaskan gas that have been approved by the regulator for collection through straight-line amortization over the period November 1, 2002
to December 31, 2015. In the absence of rate-regulated accounting, GAAP would require these costs to be expensed in the year incurred,
increasing pre-tax operating results in 2006 by $3 million (2005 – $2 million higher).


(4) The regulatory asset with respect to the transitional other benefit obligations is being amortized over 17 years, starting January 1, 2000.
Amortization will be completed by December 31, 2016, at which time the full transitional obligation will have been recovered through
tolls. In the absence of rate-regulated accounting, pre-tax operating results would have been $1 million higher (2005 – $1 million higher).


(5) Operating and debt service regulatory liabilities represent the accumulation of cost and revenue variances approved by the regulatory
authority for inclusion in determination of the tolls for the immediate following calendar year. In the absence of rate-regulated
accounting, GAAP would have required the inclusion of these variances in the operating results of the year in which the variances were
incurred. Pre-tax operating results for 2006 and 2005 are the same as would have been the case in the absence of rate-regulated
accounting.


(6) The foreign exchange on long-term debt of the Canadian Mainline, the Alberta System and the BC System represent the variance
resulting from revaluing foreign currency denominated debt instruments from their historic foreign exchange rate to the current foreign
exchange rate. Foreign exchange gains/(losses) realized when foreign debt matures or is redeemed early are expected to be recovered or
refunded through the determination of future tolls. In the absence of rate-regulated accounting, GAAP would have required the inclusion


101


Regulatory Assets and Liabilities


Year ended December 31 (millions of dollars) 2006


44
33
33
20
9


32


171


70
195


60
19
19
23


386
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of these unrealized gains or losses either on the balance sheet or income statement depending on whether the foreign debt is designated
as a hedge of the Company’s net investment in foreign assets.


(7) In Gas Transmission Northwest System’s rates, an amount is recovered for post-retirement benefits other than pension (PBOP). This
regulatory liability represents the difference between the amount collected in rates and the amount of PBOP expense determined under
GAAP. In the absence of rate-regulated accounting, GAAP would require the inclusion of this amount in operating results and pre-tax
operating results in 2006 would have been $2 million higher than reported (2005 – $1 million higher).


As prescribed by the regulators, the taxes payable method of accounting for income taxes is used for tollmaking purposes for Canadian
regulated natural gas transmission operations. As permitted by GAAP, this method is also used for accounting purposes, since there is
reasonable expectation that future income taxes payable will be included in future costs of service and recorded in revenues at that time.
Consequently, future income tax liabilities have not been recognized as it is expected that when these amounts become payable, they will be
recovered through future rate revenues. In the absence of rate-regulated accounting, GAAP would require the recognition of future income
tax liabilities. If the liability method of accounting had been used, additional future income tax liabilities in the amount of $1,355 million at
December 31, 2006 (2005 – $1,619 million) would have been recorded and would be recoverable from future revenues. In the second quarter
of 2006, a reduction in enacted Canadian federal and provincial corporate future income tax rates resulted in a decrease of $182 million to
this unrecorded future income tax liability. For the U.S. natural gas transmission operations, the liability method of accounting is used for both
accounting and tollmaking purposes, whereby future income tax assets and liabilities are recognized based on the differences between
financial statement carrying amounts and the tax basis of such assets and liabilities. As this method is also used for tollmaking purposes for
the U.S. natural gas transmission operations, the current year’s revenues include a tax provision which is calculated based on the liability
method of accounting and therefore, there is no recognition of a related regulatory asset or liability.


The US$460 million (2006 and 2005 – $536 million) 8.25 per cent preferred securities of TCPL are redeemable by the issuer at par at any
time. The issuer may elect to defer interest payments on the preferred securities and settle the deferred interest in either cash or
common shares.


The Company’s non-controlling interests included in the consolidated balance sheet are as follows.


2005


Preferred shares of subsidiary 389
Non-controlling interest in PipeLines LP 318
Other 76


783


The Company’s non-controlling interests included in the consolidated income statement are as follows.


2005 2004


Preferred share dividends of subsidiary 22 22
Non-controlling interest in PipeLines LP 52 46
Other 10 10


84 78
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NOTE 13 NON-CONTROLLING INTERESTS


December 31 (millions of dollars) 2006


389
287


79


755


Year ended December 31 (millions of dollars) 2006


22
43
13


78
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Number of Dividend Rate Redemption
Shares Per Share Price Per Share 2005


(thousands) (millions of dollars) (millions of dollars)
Cumulative First Preferred


Shares of Subsidiary
Series U 4,000 $2.80 $50.00 195
Series Y 4,000 $2.80 $50.00 194


389


The authorized number of preferred shares of TCPL issuable in series is unlimited. All of the cumulative first preferred shares of subsidiary are
without par value.


On or after October 15, 2013, for the Series U shares, and on or after March 5, 2014, for the Series Y shares, the issuer may redeem the
shares at $50 per share.


As at December 31, 2006, the non-controlling interest in PipeLines LP represents the 86.6 per cent of the limited partnership held by the
limited partners. Other non-controlling interests include the 38.3 per cent non-controlling interest in Portland held by an unrelated partner.
Revenues received from PipeLines LP and Portland with respect to services provided by TransCanada for the year ended December 31, 2006
were $1 million (2005 – $1 million; 2004 – $1 million) and $6 million (2005 – $6 million; 2004 – $4 million), respectively.


Number of Shares Amount


(thousands) (millions of dollars)
Outstanding at January 1, 2004 483,200 4,679


Exercise of options 1,714 32


Outstanding at December 31, 2004 484,914 4,711
Exercise of options 2,322 44


Outstanding at December 31, 2005 487,236 4,755
Exercise of options


The Company is authorized to issue an unlimited number of common shares of no par value.


Basic and diluted earnings per share are calculated based on the weighted average number of common shares outstanding during the year of
488.0 million and 490.6 million (2005 – 486.2 million and 489.1 million; 2004 – 484.1 million and 486.7 million), respectively. The increase in
the weighted average number of shares for the diluted earnings per share calculation is due to the options exercisable under TransCanada’s
Stock Option Plan.
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Preferred Shares of Subsidiary


December 31 2006


195
194


389


Non-Controlling Interest in PipeLines LP and Other


NOTE 14 COMMON SHARES


1,739 39


Outstanding at December 31, 2006 488,975 4,794


Common Shares Issued and Outstanding


Net Income Per Share
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Weighted
Number of Average Options


Options Exercise Prices Exercisable


(thousands) (thousands)
Outstanding at January 1, 2004 10,355 $19.73 7,588
Granted 1,331 $26.85
Exercised (1,714) $18.42
Cancelled or expired (7) $24.25


Outstanding at December 31, 2004 9,965 $20.90 7,239
Granted 1,075 $30.21
Exercised (2,322) $18.57
Cancelled or expired (4) $25.34


Outstanding at December 31, 2005 8,714 $22.67 6,300
Granted
Exercised
Cancelled or expired


The following table summarizes information for stock options outstanding at December 31, 2006.


Options Outstanding Options Exercisable


Weighted Weighted
Average Average Weighted


Number of Remaining Exercise Number of Average
Options Contractual Life Price Options Exercise Price


(thousands) (years) (thousands)
$10.03 to $20.27 1,321 3.9 $16.09 1,321 $16.09
$20.58 to $21.86 1,703 4.6 $21.15 1,703 $21.15
$22.33 to $24.49 1,349 3.0 $22.75 1,349 $22.75
$24.61 to $26.85 1,590 3.9 $26.33 1,169 $26.14
$30.09 to $33.08 1,647 5.7 $31.25 339 $30.09
$35.23 to $36.67 1,189 6.2 $35.25 7 $36.67


8,799 4.6 $25.37 5,888 $21.91


At December 31, 2006, an additional two million common shares were reserved for future issuance under TransCanada’s Stock Option Plan. In
2006, TransCanada issued 1,841,000 options to purchase common shares at an average price of $34.48 under the Company’s Stock Option
Plan and the weighted average fair value of each option was determined to be $3.53. The Company used the Black-Scholes model for
determining the fair value of options granted using the following weighted average assumptions being four years (2005 and 2004 – four
years) of expected life, 4.1 per cent (2005 – 4.0 per cent; 2004 – 3.3 per cent) interest rate, 14 per cent (2005 – 15 per cent; 2004 –
18 per cent) volatility and 3.7 per cent (2005 – 3.3 per cent; 2004 – 4.3 per cent) dividend yield. The amount expensed for stock options, with
a corresponding increase in contributed surplus for the year ended December 31, 2006, was $3 million (2005 – $3 million; 2004 – $3 million).


The Company’s Shareholder Rights Plan is designed to encourage the fair treatment of shareholders in connection with any takeover offer for
the Company. Under certain circumstances, each common share is entitled to one right that entitles certain holders to purchase common
shares of the Company at 50 per cent of the market price at that time.


In January 2007, TransCanada’s Board of Directors authorized the issue of common shares from treasury at a discount of two per cent to
participants in the Company’s Dividend Reinvestment and Share Purchase Plan (DRP). Under this plan, eligible shareholders may reinvest their
dividends and make optional cash payments to obtain additional TransCanada common shares. Previously, shares purchased through the DRP
were purchased by TransCanada on the open market and provided to DRP participants at cost. Commencing with the dividend payable in
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Stock Options


1,841 $34.48
(1,739) $21.44


(17) $30.98


Outstanding at December 31, 2006 8,799 $25.37 5,888


Range of Exercise Prices


Shareholder Rights Plan


Dividend Reinvestment and Share Purchase Plan
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April 2007, the DRP shares will be provided to the participants at a two per cent discount to the average market price in the five days before
dividend payment. The Company reserves the right to alter the discount or return to purchasing shares on the open market at any time.


The Company issues short-term and long-term debt, purchases and sells energy commodities, including amounts in foreign currencies, and
invests in foreign operations. These activities result in exposures to changing interest rates, energy commodity prices and foreign currency
exchange rates. The Company uses derivatives to manage the exposure that results from these activities. The use of derivatives is subject to
the Company’s overall risk management policies and procedures.


The fair value of foreign exchange and interest rate derivatives has been calculated using year-end market rates. The fair value of power,
natural gas and heat rate derivatives has been calculated using estimated forward prices for the relevant period.


At December 31, 2006 and 2005, the Company had net investments in self-sustaining foreign operations with a U.S. dollar functional
currency which created an exposure to changes in exchange rates. The Company uses U.S. dollar denominated debt and derivatives to hedge
this exposure on an after-tax basis. The fair value for derivatives used to manage the exposure is shown in the table below.


2005


Notional or
Notional


Accounting Principal
Treatment Fair Value Amount


U.S. dollar cross-currency swaps
(maturing 2007 to 2013) Hedge 119 U.S. 450


U.S. dollar forward foreign exchange contracts
(maturing 2007) Hedge 5 U.S. 525


U.S. dollar options
(maturing 2007) Hedge – U.S. 60


2005


Balance at January 1 (loss) (71)
Translation gains/(losses) on foreign currency denominated net assets(1) (21)
(Losses)/gains on derivatives 23
Income taxes (21)


Balance at December 31 (loss) (90)


(1) The amount for 2006 includes gains of $6 million (2005 – $80 million) related to foreign currency denominated debt designated as
a hedge.


The Company manages the foreign exchange and interest rate risks related to its U.S. dollar denominated debt and transactions and interest
rate exposures of the Canadian Mainline, the Alberta System and the BC System through the use of foreign currency and interest rate
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NOTE 15 RISK MANAGEMENT AND FINANCIAL INSTRUMENTS


Net Investment in Foreign Operations


2006


Notional or
Asset/(Liability) Notional


Principal
December 31 (millions of dollars) Fair Value Amount


58 U.S. 400


(7) U.S. 390


(6) U.S. 500


Reconciliation of Foreign Exchange Adjustment


December 31 (millions of dollars) 2006


(90)
8


(9)
1


(90)


Foreign Exchange and Interest Rate Management Activity







NOTES TO CONSOLIDATED FINANCIAL STATEMENTS


derivatives. Certain of the realized gains and losses on these derivatives are shared with shippers on predetermined terms. The details of the
foreign exchange and interest rate derivatives are shown in the table below.


2005


Notional or
Notional


Accounting Principal
Treatment Fair Value Amount


Foreign Exchange
Cross-currency and interest-rate swaps


(maturing 2013) Hedge – –
(maturing 2010 to 2012) Non-hedge (86) 363/U.S. 257


(86)


Interest Rate
Interest rate swaps


Canadian dollars
(maturing 2007 to 2008) Hedge 4 100
(maturing 2007 to 2009) Non-hedge 7 374


11


U.S. dollars
(maturing 2007 to 2009) Non-hedge 5 U.S. 100


The Company manages the foreign exchange and interest rate exposures of its other businesses through the use of foreign currency and
interest rate derivatives. The details of these foreign currency and interest rate derivatives are shown in the table below.


2005


Notional or
Notional


Accounting Principal
Treatment Fair Value Amount


Foreign Exchange
Options (maturing 2007) Non-hedge 1 U.S. 195
Forward foreign exchange contracts


Hedge 2 U.S. 29
(maturing 2007) Non-hedge 1 U.S. 208


4


Interest Rate
Options (maturing 2007) Non-hedge – –
Interest rate swaps


Canadian dollar
(maturing 2007 to 2011) Hedge 1 100
(maturing 2009 to 2011) Non-hedge 1 423


2


U.S. dollars
(maturing 2011 to 2017) Hedge – U.S. 50
(maturing 2007 to 2016) Non-hedge 18 U.S. 550


18


Foreign exchange gains included in Other Expenses/(Income) for the year ended December 31, 2006 are $4 million (2005 – $19 million;
2004 – $6 million).
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2006


Notional or
NotionalAsset/(Liability)
Principal


December 31 (millions of dollars) Fair Value Amount


(32) 136/U.S. 100
(52) 227/U.S. 157


(84)


2 100
5 300


7


4 U.S. 100


2006


Notional or
NotionalAsset/(Liability)
Principal


December 31 (millions of dollars) Fair Value Amount


– U.S. 95


– –
(3) U.S. 250


(3)


– U.S. 50


– 150
– 164


–


(2) U.S. 350
9 U.S. 450


7
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Certain of the Company’s joint ventures use interest rate derivatives to manage interest rate exposures. The Company’s proportionate share of
the fair value of these outstanding derivatives at December 31, 2006 and 2005 was nil.


The Company executes power, natural gas and heat rate derivatives for overall management of its asset portfolio. Heat rate contracts are
contracts for the sale or purchase of power that are priced based on a natural gas index. The fair value and notional volumes of contracts for
differences and the swap, option, future and heat rate contracts are shown in the tables below.


2005Accounting
Treatment Fair Value


Power – swaps and contracts for differences
(maturing 2007 to 2011) Hedge (130)
(maturing 2007 to 2010) Non-hedge 13


Gas – swaps, futures and options
(maturing 2007 to 2016) Hedge 17
(maturing 2007 to 2008) Non-hedge (11)


Heat rate contracts Non-hedge –


Power – swaps and contracts for differences
(maturing 2007 to 2011)
(maturing 2007 to 2010)


Gas – swaps, futures and options
(maturing 2007 to 2016)
(maturing 2007 to 2008)


Heat rate contracts


Power – swaps and contracts for differences Hedge 2,566 7,780 – –
Non-hedge 1,332 456 – –


Gas – swaps, futures and options Hedge – – 91 69
Non-hedge – – 15 18


Heat rate contracts Non-hedge – 35 – –


(1) Gigawatt hours (GWh); billion cubic feet (Bcf).


Certain of the Company’s joint ventures use power derivatives to manage energy price risk exposures. The Company’s proportionate share of
the fair value of these outstanding power sales derivatives at December 31, 2006 was $55 million (2005 – $(38) million) and related to
contracts which cover the period 2007 to 2010. The Company’s proportionate share of the notional sales volumes of power associated with
this exposure at December 31, 2006 was 4,500 GWh (2005 – 2,058 GWh).
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Energy Price Risk Management


Energy


Asset/(Liability)
2006


December 31 (millions of dollars) Fair Value


(179)
(7)


(66)
30


–


Notional Volumes
Power (GWh)(1) Gas (Bcf)(1)


Accounting
December 31, 2006 Treatment Purchases Sales Purchases Sales


Hedge 6,654 12,349 – –
Non-hedge 1,402 964 – –


Hedge – – 77 59
Non-hedge – – 11 15
Non-hedge – 9 – –


December 31, 2005
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The fair value of cash and short-term investments and notes payable approximates their carrying amounts due to the short period to maturity.
The fair value of long-term debt, long-term debt of joint ventures and preferred securities is determined using market prices for the same or
similar issues.


2005


Carrying Fair
Amount Value


Long-Term Debt
TransCanada PipeLines Limited 7,545 9,071
NOVA Gas Transmission Ltd. 1,725 2,267
Gas Transmission Northwest Corporation 466 470
Portland Natural Gas Transmission System 281 292
TC PipeLines, LP 16 16
Tuscarora Gas Transmission Company
Other
Long-Term Debt of Joint Ventures 978 1,101
Preferred Securities 536 554


The fair value is provided solely for information purposes and is not recorded in the consolidated balance sheet.


Credit risk results from the possibility that a counterparty to a derivative in which the Company has an unrealized gain fails to perform
according to the terms of the contract. Credit exposure is minimized through the use of established credit management techniques, including
formal assessment processes, contractual and collateral requirements, master netting arrangements and credit exposure limits. At
December 31, 2006, for foreign currency and interest rate derivatives, total credit risk and the largest credit exposure to a single counterparty
were $38 million and $11 million, respectively. At December 31, 2006, for power, natural gas and heat rate derivatives, total credit risk and
the largest credit exposure to a single counterparty were $21 million and $11 million, respectively.


2005 2004


Current
Canada 499 373
Foreign 51 41


550 414


Future
Canada (46) 34
Foreign 106 43


60 77


610 491


2005 2004


Canada 1,316 1,207
Foreign 587 342


Income from continuing operations before income taxes and non-controlling interests 1,903 1,549
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Fair Value of Financial Instruments


2006


Carrying Fair
December 31 (millions of dollars) Amount Value


8,549 9,738
1,648 2,111


466 450
263 265
463 463


86 94
28 28


1,278 1,295
536 532


Credit Risk


NOTE 16 INCOME TAXES


Provision for Income Taxes


Year ended December 31 (millions of dollars) 2006


264
37


301


104
71


175


476


Geographic Components of Income


Year ended December 31 (millions of dollars) 2006


1,161
444


1,605
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2005 2004


Income from continuing operations before income taxes and non-controlling interests 1,903 1,549
Federal and provincial statutory tax rate 33.6% 33.9%
Expected income tax expense 639 525
Income tax differential related to regulated operations 71 62
Higher effective foreign tax rates 2 2
Tax rate reductions(1) – –
Large corporations tax 15 21
Income from equity investments and non-controlling interests (29) (25)
Non-taxable portion of gains on sale of assets (68) (66)
Change in valuation allowance – (7)
Other(2) (20) (21)


Actual income tax expense 610 491


(1) In second quarter 2006, TransCanada recorded a $33-million future income tax benefit as a result of reductions in future Canadian
federal and provincial corporate income tax rates enacted in that quarter.


(2) Includes income tax benefits of $51 million recorded in 2006 on the resolution of certain income tax matters with taxation authorities and
changes in estimates.


2005


Deferred costs 129
Other post-employment benefits 39
Deferred revenue 11
Other 50


229
Less: Valuation allowance 14


Future income tax assets, net of valuation allowance 215


Difference in accounting and tax bases of plant, equipment and PPAs 637
Investments in subsidiaries and partnerships 131
Pension benefits 58
Unrealized foreign exchange gains on long-term debt 68
Other 24


Future income tax liabilities 918


Net future income tax liabilities 703


Income taxes have not been provided on the unremitted earnings of foreign investments which the Company does not intend to repatriate in
the foreseeable future. If provision for these taxes had been made, future income tax liabilities would increase by approximately $72 million at
December 31, 2006 (2005 – $61 million).


Income tax payments of $494 million were made during the year ended December 31, 2006 (2005 – $531 million; 2004 – $419 million).
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Reconciliation of Income Tax Expense


Year ended December 31 (millions of dollars) 2006


1,605
32.5%
522


72
–


(33)
–


(27)
–
–


(58)


476


Future Income Tax Assets and Liabilities


December 31 (millions of dollars) 2006


65
45
6


47


163
14


149


768
113


59
39
46


1,025


876


Unremitted Earnings of Foreign Investments


Income Tax Payments
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2005


Weighted
Average


Interest Rate
Outstanding Per Annum at


December 31 December 31


(millions of dollars) (millions of dollars)
Canadian dollars 765 3.4%
U.S. dollars (2006 – nil; 2005 – US$169) 197 4.5%


962


Notes payable consists of commercial paper and line of credit drawings. At December 31, 2006, total credit facilities of $2.1 billion were
available to support the Company’s commercial paper programs and for general corporate purposes. Of this total, $1.5 billion was a
committed five-year term syndicated credit facility. This facility is extendible on an annual basis and is revolving. In December 2006, the facility
was extended to December 2011. The remaining amounts are either demand or non-extendible facilities.


At December 31, 2006, the Company had used approximately $190 million of its total lines of credit for letters of credit and to support its
ongoing commercial arrangements. If drawn, interest on the lines of credit is charged at prime rates of Canadian chartered and U.S. banks
and at other negotiated financial bases. The cost to maintain the unused portion of the lines of credit was $2 million for the year ended
December 31, 2006 (2005 – $2 million).


At December 31, 2006, the estimated undiscounted cash flows required to settle the asset retirement obligations with respect to the
non-regulated operations in Pipelines were $39 million (2005 – $39 million), calculated using an inflation rate ranging from two to three
per cent per annum. The estimated fair value of this liability was $9 million (2005 – $4 million) after discounting the estimated cash flows at
rates ranging from 5.4 per cent to 6.6 per cent. At December 31, 2006, the expected timing of payment for settlement of the obligations is
23 years.


At December 31, 2006, the estimated undiscounted cash flows required to settle the asset retirement obligations with respect to the Energy
business were $162 million (2005 – $114 million), calculated using an inflation rate ranging from two to three per cent per annum. The
estimated fair value of this liability was $36 million (2005 – $29 million) after discounting the estimated cash flows at rates ranging from
5.4 per cent to 6.6 per cent. At December 31, 2006, the expected timing of payment for settlement of the obligations ranges from 11 to
33 years.


Pipelines Energy Total


Balance at January 1, 2004 1 8 9
New obligations and revisions in estimated cash flows 4 26 30
Removal of Power LP redemption obligations – (5) (5)
Accretion expense – 2 2


Balance at December 31, 2004 5 31 36
New obligations and revisions in estimated cash flows (1) 1 –
Sale of Power LP – (5) (5)
Accretion expense – 2 2


Balance at December 31, 2005 4 29 33
New obligations and revisions in estimated cash flows 4 6 10
Accretion expense 1 1 2
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NOTE 17 NOTES PAYABLE


2006


Weighted
Average


Interest Rate
Outstanding Per Annum at


December 31 December 31


467 4.3%
– –


467


NOTE 18 ASSET RETIREMENT OBLIGATIONS


Reconciliation of Asset Retirement Obligations


(millions of dollars)


Balance at December 31, 2006 9 36 45







NOTES TO CONSOLIDATED FINANCIAL STATEMENTS


The Company sponsors DB Plans that cover substantially all employees. Benefits provided under the DB Plans are based on years of service and
highest average earnings over three consecutive years of employment, and increase annually by a portion of the increase in the Consumer
Products Index (CPI). Past service costs are amortized over the expected average remaining service life of employees, which is approximately
11 years.


The Company also provides its employees with post-employment benefits other than pensions, including termination benefits and defined life
insurance and medical benefits beyond those provided by government-sponsored plans. Past service costs are amortized over the expected
average remaining life expectancy of former employees, which at December 31, 2006 was approximately 13 years.


In 2006, the Company expensed $2 million (2005 – $2 million; 2004 – $1 million) related to retirement savings plans for its U.S. employees.


Total cash payments for employee future benefits for 2006, consisting of cash contributed by the Company to the DB Plans and other benefit
plans was $104 million (2005 – $74 million).


The Company measures its accrued benefit obligations and the fair value of plan assets for accounting purposes as at December 31 of each
year. The most recent actuarial valuation of the pension plans for funding purposes was as of January 1, 2007, and the next required
valuation is as of January 1, 2008.


Pension Benefit Plans Other Benefit Plans


2005 2005


Change in Benefit Obligation
Benefit obligation – beginning of year 1,100 123
Current service cost 32 3
Interest cost 63 7
Employee contributions 3 –
Benefits paid (60) (6)
Actuarial loss/(gain) 149 21
Foreign exchange rate changes (3) –
Plan amendment – –
Curtailment (2) –


Benefit obligation – end of year 1,282 148


Change in Plan Assets
Plan assets at fair value – beginning of year 970 26
Actual return on plan assets 119 2
Employer contributions 67 5
Employee contributions 3 –
Benefits paid (60) (6)
Foreign exchange rate changes (3) –


Plan assets at fair value – end of year 1,096 27


Funded status – plan deficit (186) (121)
Unamortized net actuarial loss 331 45
Unamortized past service costs 36 8


Accrued benefit asset/(liability), net of valuation allowance of nil 181 (68)


The accrued benefit asset/(liability) is included in the Company’s balance sheet as follows.


Pension Benefit Plans Other Benefit Plans


2005 2005


Other assets 268 4
Accounts payable (70) (7)
Deferred amounts (17) (65)


Total 181 (68)
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NOTE 19 EMPLOYEE FUTURE BENEFITS


(millions of dollars) 2006 2006


1,282 148
39 3
65 8
3 –


(64) (7)
53 (2)


– –
– (18)
– –


1,378 132


1,096 27
134 6


95 7
3 –


(64) (7)
– –


1,264 33


(114) (99)
291 39


32 (12)


209 (72)


(millions of dollars) 2006 2006


230 5
– –


(21) (77)


209 (72)
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Included in the above benefit obligation and fair value of plan assets at December 31 are the following amounts in respect of plans that are
not fully funded.


Pension Benefit Plans Other Benefit Plans


2005 2005


Benefit obligation (1,263) (124)
Plan assets at fair value 1,075 –


Funded status – plan deficit (188) (124)


The Company’s expected contributions for the year ended December 31, 2007 are approximately $44 million for the pension benefit plans and
approximately $5 million for the other benefit plans.


The following are estimated future benefit payments, which reflect expected future service.


Pension Other
Benefits Benefits


2007 59 7
2008 62 7
2009 65 8
2010 68 8
2011 71 8
Years 2012 to 2016 406 42


The significant weighted average actuarial assumptions adopted in measuring the Company’s benefit obligations at December 31 are
as follows.


Pension Benefit Plans Other Benefit Plans


2005 2005


Discount rate 5.00% 5.15%
Rate of compensation increase 3.50%


The significant weighted average actuarial assumptions adopted in measuring the Company’s net benefit plan cost for years ended
December 31 are as follows.


Pension Benefit Plans Other Benefit Plans


2005 2004 2005 2004


Discount rate 5.75% 6.00% 6.00% 6.25%
Expected long-term rate of return on plan assets 6.90% 6.90% 7.20%
Rate of compensation increase 3.50% 3.50%


The overall expected long-term rate of return on plan assets is based on historical and projected rates of return for both the portfolio in
aggregate and for each asset class in the portfolio. Assumed projected rates of return are selected after analyzing historical experience and
future expectations of the level and volatility of returns. Asset class benchmark returns, asset mix and anticipated benefit payments from plan
assets are also considered in the determination of the overall expected rate of return. The discount rate is based on market interest rates of
high quality bonds that match the timing and benefits expected to be paid under each plan.


For measurement purposes, a nine per cent annual rate of increase in the per capita cost of covered health care benefits was assumed for
2007. The rate was assumed to decrease gradually to five per cent for 2015 and remain at that level thereafter. A one percentage point
increase or decrease in assumed health care cost trend rates would have the following effects.


Increase Decrease


Effect on total of service and interest cost components 4 (3)
Effect on post-employment benefit obligation 8 (7)
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(millions of dollars) 2006 2006


(1,359) (102)
1,243 –


(116) (102)


(millions of dollars)


2006 2006


5.00% 5.20%
3.50%


2006 2006


5.00% 5.15%
6.90% 7.75%
3.50%


(millions of dollars)
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The Company’s net benefit cost is as follows.


Pension Benefit Plans Other Benefit Plans


2005 2004 2005 2004


Current service cost 32 28 3 3
Interest cost 63 58 7 7
Actual return on plan assets (119) (97) (2) (1)
Actuarial loss/(gain) 149 46 21 (12)
Plan amendment – – – –


Elements of net benefit cost prior to adjustments
to recognize the long-term nature of net
benefit cost 125 35 29 (3)


Difference between expected and actual return on
plan assets 54 39 – 1


Difference between actuarial loss recognized and
actual actuarial loss on accrued benefit obligation (131) (32) (20) 13


Difference between amortization of past service
costs and actual plan amendments 3 3 1 –


Amortization of transitional obligation related to
regulated business – – – 2 2


Net benefit cost recognized 51 45 12 13


The Company’s pension plans’ weighted average asset allocations at December 31, by asset category, and weighted average target allocation
at December 31, by asset category, is as follows.


Percentage of Plan Assets


2005


Debt securities 43%
Equity securities 57%


100%


Debt securities include the Company’s debt in the amount of $4 million (0.3 per cent of total plan assets) and $3 million (0.3 per cent of total
plan assets) at December 31, 2006 and 2005, respectively. Equity securities include the Company’s common shares in the amounts of
$6 million (0.5 per cent of total plan assets) and $5 million (0.5 per cent of total plan assets) at December 31, 2006 and 2005, respectively.


The assets of the pension plans are managed on a going concern basis subject to legislative restrictions. The plans’ investment policies are to
maximize returns within an acceptable risk tolerance. Pension assets are invested in a diversified manner with consideration given to the
demographics of the plans’ participants.


In addition to these plans, certain of the Company’s joint ventures sponsor DB Plans, as well as post-employment benefits other than pensions,
including defined life insurance and medical benefits beyond those provided by government-sponsored plans. The obligations of these plans
are non-recourse to TransCanada. The amounts that follow represent TransCanada’s proportionate share with respect to these plans.


Total cash payments for employee future benefits for 2006, consisting of cash contributed by the Company’s joint ventures to DB Plans and
other benefit plans was $25 million (2005 – $4 million).
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Year ended December 31 (millions of dollars) 2006 2006


39 3
65 8


(134) (6)
53 (2)


– (18)


23 (15)


63 4


(27) 4


4 19


2


63 14


Target Allocation


Asset Category 2006 2006


40% 35% to 60%
60% 40% to 65%


100%


Employee Future Benefits of Joint Ventures
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The Company’s joint ventures measure the benefit obligations and the fair value of plan assets for accounting purposes as at December 31 of
each year. The most recent actuarial valuations of the pension plans for funding purposes were as of January 1, 2007, and the next required
valuations will be as of January 1, 2008.


Pension Benefit Plans Other Benefit Plans


2005 2005


Change in Benefit Obligation
Benefit obligation – beginning of year 45 2
Current service cost 4 1
Interest cost 7 1
Employee contributions – –
Benefits paid (3) –
Actuarial loss 17 2
Foreign exchange rate changes (1) –
Bruce B(1) 610 75
Plan amendment – –


Benefit obligation – end of year 679 81


Change in Plan Assets
Plan assets at fair value – beginning of year 57 –
Actual return on plan assets 18 –
Employer contributions 4 –
Employee contributions – –
Benefits paid (3) –
Foreign exchange rate changes (1) –
Bruce B(1) 510 –


Plan assets at fair value – end of year 585 –


Funded status – plan deficit (94) (81)
Unamortized net actuarial loss/(gain) 125 (5)
Unamortized past service costs 1 –


Accrued benefit asset/(liability), net of valuation allowance of nil 32 (86)


(1) The Company proportionately consolidated Bruce B, on a prospective basis at 31.6 per cent, effective October 31, 2005.


The accrued benefit asset/(liability), net of valuation allowance of nil, is included in the Company’s balance sheet as follows.


Pension Benefit Plans Other Benefit Plans


2005 2005


Other assets 32 –
Deferred amounts – (86)


Total 32 (86)


Included in the above benefit obligation and fair value of plan assets at December 31 are the following amounts in respect of plans that are
not fully funded.
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(millions of dollars) 2006 2006


679 81
24 7
37 5
5 –


(15) (2)
77 72


– –
– –
– 6


807 169


585 –
68 –
23 2
5 –


(15) (2)
– –
– –


666 –


(141) (169)
174 66


– 6


33 (97)


(millions of dollars) 2006 2006


33 –
– (97)


33 (97)
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Pension Benefit Plans Other Benefit Plans


2005 2005


Benefit obligation (645) (81)
Plan assets at fair value 534 –


Funded status – plan deficit (111) (81)


The Company’s joint ventures’ expected contributions for the year ended December 31, 2007 are approximately $33 million for the pension
benefit plans and approximately $3 million for the other benefit plans.


The following are estimated future benefit payments, which reflect expected future service.


Pension Other
Benefits Benefits


2007 13 3
2008 15 4
2009 19 4
2010 23 5
2011 27 6
Years 2012 to 2016 194 40


The significant weighted average actuarial assumptions adopted in measuring the Company’s joint ventures’ benefit obligations at
December 31 are as follows.


Pension Benefit Plans Other Benefit Plans


2005 2005


Discount rate 5.30% 5.15%
Rate of compensation increase 3.50%


The significant weighted average actuarial assumptions adopted in measuring the Company’s joint ventures’ net benefit plan cost for years
ended December 31 are as follows.


Pension Benefit Plans Other Benefit Plans


2005 2004 2005 2004


Discount rate 6.20% 6.00% 6.25% 6.00%
Expected long-term rate of return on plan assets 7.40% 8.50%
Rate of compensation increase 3.50% 4.00%


A one percentage point increase or decrease in assumed health care cost trend rates would have the following effects.


Increase Decrease


Effect on total of service and interest cost components 2 (1)
Effect on post-employment benefit obligation 24 (20)
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(millions of dollars) 2006 2006


(773) (169)
609 –


(164) (169)


(millions of dollars)


2006 2006


5.05% 4.95%
3.50%


2006 2006


5.25% 5.15%
7.30%
3.50%


(millions of dollars)
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The Company’s proportionate share of net benefit cost of joint ventures is as follows.


Pension Benefit Plans Other Benefit Plans


2005 2004 2005 2004


Current service cost 4 1 1 –
Interest cost 7 3 1 –
Actual return on plan assets (18) (7) – – –
Actuarial loss 17 – 2 –
Plan amendment – – – –


Elements of net benefit cost prior to adjustments
to recognize the long-term nature of net
benefit cost 10 (3) 4 –


Difference between expected and actual return on
plan assets 9 2 – – –


Difference between actuarial loss recognized and
actual actuarial loss on accrued benefit obligation (16) 1 (3) –


Difference between amortization of past service
costs and actual plan amendments – – – – –


Net benefit cost recognized related to joint ventures 3 – 1 –


The Company’s joint ventures’ pension plans’ weighted average asset allocations and weighted average target allocation at December 31, by
asset category, are as follows.


Percentage of Plan Assets


2005


Debt securities 30%
Equity securities 70%


100%


Debt securities include the Company’s debt in the amount of $1 million (0.2 per cent of total plan assets) and $1 million (0.2 per cent of total
plan assets) at December 31, 2006 and 2005, respectively. Equity securities include the Company’s common shares in the amounts of
$6 million (1 per cent of total plan assets) and $5 million (0.9 per cent of total plan assets) at December 31, 2006 and 2005, respectively.


The assets of the pension plans are managed on a going concern basis subject to legislative restrictions. The plans’ investment policies are to
maximize returns within an acceptable risk tolerance. Pension assets are invested in a diversified manner with consideration given to the
demographics of the plans’ participants.


2005 2004


(Increase)/decrease in accounts receivable (100) 16
Increase in inventories (50) –
(Increase)/decrease in other current assets (1) 24
(Decrease)/increase in accounts payable 97 (4)
Increase/(decrease) in accrued interest 5 (7)


(49) 29
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Year ended December 31 (millions of dollars) 2006 2006


24 7
37 5


(68)
77 72


– 6


70 90


26


(70) (72)


(6)


26 12


Target Allocation


Asset Category 2006 2006


29% 30%
71% 70%


100%


NOTE 20 CHANGES IN OPERATING WORKING CAPITAL


Year ended December 31 (millions of dollars) 2006


(188)
(108)


(6)
(42)
41


(303)







NOTES TO CONSOLIDATED FINANCIAL STATEMENTS


Operating leases
Future annual payments, net of sub-lease receipts, under the Company’s operating leases for various premises, services, equipment and a
natural gas storage facility are approximately as follows.


Minimum Amounts Recoverable Net
Lease Payments under Sub-Leases Payments


2007 52 (13) 39
2008 54 (13) 41
2009 54 (12) 42
2010 53 (12) 41
2011 55 (12) 43
2012 and thereafter 731 (18) 713


Total 999 (80) 919


The operating lease agreements for premises, services and equipment expire at various dates through 2016, with an option to renew certain
lease agreements for three to five years. The operating lease agreement for the natural gas storage facility expires in 2030 with lessee
termination rights every fifth anniversary commencing in 2010 and with the lessor having the right to terminate the agreement every five
years commencing in 2015. Net rental expense on operating leases for the year ended December 31, 2006 was $25 million (2005 –
$17 million; 2004 – $7 million).


Bruce Power
TransCanada’s share of Bruce A’s signed commitments to third party suppliers for the next four years for the restart and refurbishment of the
currently idle Units 1 and 2, extending the operating life of Unit 3 by replacing its steam generators and fuel channels when required, and
replacing the steam generators on Unit 4, is as follows.


2007 450
2008 164
2009 71
2010 1
2011 –


686


In addition to these capital commitments, the Company is committed to capital expenditures of approximately $1.2 billion for the construction
of its Halton Hills, Portlands Energy and remaining Cartier Wind projects.


TransCanada has guaranteed the performance of all obligations of PipeLines LP with respect to its acquisition of a 46.45 per cent interest in
Great Lakes pursuant to the purchase agreement.


Aboriginal Pipeline Group
On June 18, 2003, the Mackenzie Delta gas producers, the APG and TransCanada reached an agreement which governs TransCanada’s role in
the MGP Project. The project would result in a natural gas pipeline being constructed from Inuvik, Northwest Territories, to the northern
border of Alberta, where it would connect with the Alberta System. Under the agreement, TransCanada agreed to finance the APG for its
one-third share of project development costs. These costs are currently forecasted to be approximately $145 million by the end of 2007.


The Canadian Alliance of Pipeline Landowners’ Associations (CAPLA) and two individual landowners commenced an action in 2003 under
Ontario’s Class Proceedings Act, 1992, against TransCanada and Enbridge Inc. for damages of $500 million alleged to arise from the creation
of a control zone within 30 metres of the pipeline pursuant to Section 112 of the NEB Act. In November 2006, TransCanada and
Enbridge Inc. were granted a dismissal of the case but CAPLA has appealed that decision. The Company continues to believe the claim is
without merit and will vigorously defend the action. The Company has made no provision for any potential liability. A liability, if any, would be
dealt with through the regulatory process.
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NOTE 21 COMMITMENTS, CONTINGENCIES AND GUARANTEES


Commitments


Year ended December 31 (millions of dollars)


Year ended December 31 (millions of dollars)


Contingencies
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The Company and its subsidiaries are subject to various other legal proceedings and actions arising in the normal course of business. While
the final outcome of such legal proceedings and actions cannot be predicted with certainty, it is the opinion of Management that the
resolution of such proceedings and actions will not have a material impact on the Company’s consolidated financial position or results
of operations.


The Company, together with Cameco Corporation and BPC Generation Infrastructure Trust (BPC), has severally guaranteed one-third of certain
contingent financial obligations of Bruce B related to power sales agreements, operator licenses, the lease agreement and contractor services.
The terms of the guarantees range from 2007 to 2018.


As part of the reorganization of Bruce Power in 2005, including the formation of Bruce A and the commitment to restart and refurbish the
Bruce A units, the Company, together with BPC, severally guaranteed one-half of certain contingent financial obligations of Bruce A related to
the refurbishment agreement with the Ontario Power Authority and cost sharing and sublease agreements with Bruce B. The terms of the
guarantees range from 2019 to 2036.


TransCanada’s share of the exposure under these Bruce Power guarantees at December 31, 2006 was estimated to be approximately
$586 million to a calculated maximum of $658 million. The current carrying amount of the liability related to these guarantees is nil and the
fair value is approximately $17 million.


TransCanada has guaranteed the equity undertaking of a subsidiary which supports the payment, under certain conditions, of principal and
interest on US$105 million of public debt obligations of TransGas. The Company has a 46.5 per cent interest in TransGas. Under the terms of
the agreement, the Company severally with another major multinational company may be required to fund more than their proportionate
share of debt obligations of TransGas in the event that the minority shareholders fail to contribute. Any payments made by TransCanada under
this agreement convert into share capital of TransGas. The potential exposure is contingent on the impact of any change of law on TransGas’
ability to service the debt. From the issuance of the debt in 1995 to date, there has been no change in applicable law and thus no exposure
to TransCanada. The debt matures in 2010. The Company has made no provision related to this guarantee.


In connection with the acquisition of GTN, US$241 million of the purchase price was deposited into an escrow account. At December 31,
2006, there was US$24 million remaining in the escrow account which represented the full face amount of the potential liability under certain
GTN guarantees. In February 2007, the funds were released and a portion of the monies were used to satisfy the liability of GTN under these
designated guarantees.


TransCanada’s net income for the year ended December 31, 2006 includes $28 million or $0.06 per share of net income from discontinued
operations reflecting settlements received from bankruptcy claims related to TransCanada’s Gas Marketing business divested in 2001 (2005 –
nil; 2004 – $52 million, net of $27 million of income taxes).


ANR Acquisition
On February 22, 2007, TransCanada closed the acquisition of the American Natural Resources Company and the ANR Storage Company
(together ANR), and an additional 3.55 per cent interest in Great Lakes from El Paso Corporation for approximately US$3.4 billion, subject to
certain post-closing adjustments, including approximately US$488 million of assumed long-term debt. The acquisition was financed with a
combination of proceeds from the Company’s recent equity offering, cash on hand and funds drawn on existing and newly established loan
facilities, discussed below.


In January 2007, TransCanada filed a final short form shelf prospectus with securities regulators in Canada and the U.S. to allow for the
offering of up to $3.0 billion of common shares, preferred shares and/or subscription receipts in Canada and the U.S. until February 2009. The
nature, size and timing of any financings will be dependent on TransCanada’s assessment of its requirements for funding and general market
conditions.


On February 6, 2007, TransCanada entered into an agreement with a syndicate of underwriters under which the underwriters agreed to
purchase 39,470,000 subscription receipts from TransCanada and sell them to the public at a price of $38.00 each. The offering closed on
February 14, 2007, resulting in gross proceeds to TransCanada of approximately $1.5 billion which were used towards financing the
acquisition of ANR. TransCanada also granted the underwriters of the subscription receipts offering an option to purchase an additional
5,920,500 common shares at $38.00 per common share at any time up to and including March 16, 2007. Upon closing of the ANR
acquisition, the subscription receipts were exchanged on a one-to-one basis for common shares of TransCanada without any further action of,
or payment from, the holder. At February 22, 2007, the Company had 528.7 million issued and outstanding common shares.
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NOTE 22 DISCONTINUED OPERATIONS


NOTE 23 SUBSEQUENT EVENTS







NOTES TO CONSOLIDATED FINANCIAL STATEMENTS


In February 2007, the Company executed an agreement with a syndicate of banks for a US$2.2 billion, one-year bridge loan facility. The
facility is committed and unsecured. The Company utilized $1.5 billion and US$700 million from this facility to partially finance the
ANR acquisition, of which $1.5 billion and US$20 million were subsequently repaid from the proceeds of the $1.5 billion subscription receipts
offering and cash on hand, respectively.


In February 2007, the Company, through a wholly owned subsidiary, executed an agreement with a syndicate of banks to establish a new
US$1.0 billion credit facility, consisting of a US$700 million five-year term loan and a US$300 million five-year extendible revolving facility. This
facility is committed and unsecured. The Company utilized US$1.0 billion from this facility and an additional US$100 million from an existing
demand line to partially finance the ANR acquisition as well as additional investments in PipeLines LP, described below.


Great Lakes Acquisition
On February 22, 2007, PipeLines LP closed its acquisition of a 46.45 per cent interest in Great Lakes from El Paso Corporation for
approximately US$962 million, which included approximately US$212 million of assumed long-term debt, subject to certain post-closing
adjustments. At December 31, 2006, TransCanada had a 13.4 per cent interest in PipeLines LP.


In February 2007, PipeLines LP increased the size of its syndicated revolving credit and term loan agreement from US$410 million to
US$950 million. Incremental draws of US$126 million received under this agreement were used to partially finance PipeLines LP’s Great Lakes
acquisition.


On February 22, 2007, PipeLines LP completed a private placement offering of 17,356,086 common units at a price of US$34.57 per unit, of
which 50 per cent of the units were acquired by TransCanada, for US$300 million. TransCanada also invested an additional approximately
US$12 million to maintain its general partnership interest in PipeLines LP. As a result of TransCanada’s additional investments in PipeLines LP, its
ownership in PipeLines LP increased to 32.1 per cent. The total private placement resulted in gross proceeds to PipeLines LP of approximately
US$612 million, which were used to partially finance its Great Lakes acquisition. As a result of TransCanada’s increased ownership in
PipeLines LP, TransCanada’s effective ownership in Tuscarora, Northern Border and Great Lakes increased to 32.5 per cent (including
one per cent held directly), 16.1 per cent and 68.5 per cent, respectively.
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SUPPLEMENTARY INFORMATION


First Second Third Fourth Annual


2006 (dollars)
High
Low
Close
Volume (millions of shares)


2005 (dollars)
High 30.84 33.03 37.29 37.90 37.90
Low 28.94 29.23 31.49 34.06 28.94
Close 29.82 32.24 35.50 36.65 36.65
Volume (millions of shares) 64.1 54.1 61.4 58.4 238.0


2004 (dollars)
High 29.72 29.40 28.60 30.35 30.35
Low 26.45 25.70 25.37 26.98 25.37
Close 28.28 26.40 27.65 29.80 29.80
Volume (millions of shares) 90.4 70.1 62.8 56.8 280.1


2006 (U.S. dollars)
High
Low
Close
Volume (millions of shares)


2005 (U.S. dollars)
High 25.49 26.85 31.61 32.41 32.41
Low 23.66 23.36 25.84 28.81 23.36
Close 24.70 26.46 30.55 31.48 31.48
Volume (millions of shares) 4.9 3.9 14.7 8.1 31.6


2004 (U.S. dollars)
High 22.38 22.39 22.30 24.91 24.91
Low 19.70 18.75 19.40 21.80 18.75
Close 21.50 19.78 21.85 24.87 24.87
Volume (millions of shares) 12.3 9.9 5.5 5.3 33.0
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SUPPLEMENTARY INFORMATION


QUARTERLY AND ANNUAL SHARE TRADING INFORMATION


Toronto Stock Exchange (Stock trading symbol TRP)


37.15 34.93 36.49 40.90 40.90
33.60 30.77 31.70 33.87 30.77
33.67 31.85 35.15 40.61 40.61
71.9 74.1 61.6 61.0 268.6


New York Stock Exchange (Stock trading symbol TRP)


32.14 31.36 32.85 35.40 35.40
28.66 27.40 28.23 29.82 27.40
28.93 28.68 31.44 34.95 34.95


5.8 9.0 5.6 7.3 27.7







SUPPLEMENTARY INFORMATION


2005 2004 2003 2002 2001 2000


Income Statement
Revenues 6,124 5,497 5,636 5,225 5,285 4,384
Net Income from continuing operations 1,209 980 801 747 686 628
Net income/(loss) by segment


Pipelines 679 584 625 639 572 613
Energy 566 398 217 160 181 95
Corporate (36) (2) (41) (52) (67) (80)


Continuing operations 1,209 980 801 747 686 628
Discontinued operations – 52 50 – (67) 61


Net income 1,209 1,032 851 747 619 689


Cash Flow Statement
Funds generated from operations 1,951 1,703 1,822 1,843 1,625 1,484
(Increase)/decrease in operating working


capital (49) 29 93 92 (487) 437


Net cash provided by operations 1,902 1,732 1,915 1,935 1,138 1,921


Capital expenditures and acquisitions (2,071) (2,046) (965) (851) (1,082) (1,144)
Disposition of assets 671 410 – – 1,170 2,233
Dividends on common shares (586) (552) (510) (466) (418) (423)


Balance Sheet
Assets
Plant, property and equipment


Pipelines 16,528 17,306 16,064 16,158 16,562 16,937
Energy 3,483 1,421 1,368 1,340 1,116 776
Corporate 27 37 50 64 66 111


Total assets
Continuing operations 24,113 22,415 20,876 20,416 20,255 20,238
Discontinued operations – 7 11 139 276 5,007


Total assets 24,113 22,422 20,887 20,555 20,531 25,245


Capitalization
Long-term debt 9,640 9,749 9,516 8,899 9,444 10,008
Long-term debt of joint ventures 937 808 741 1,193 1,262 1,280
Preferred securities 536 554 598 944 950 1,208
Non-controlling interests 783 700 713 677 675 646
Common shareholders’ equity 7,206 6,565 6,091 5,747 5,426 5,211
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SEVEN-YEAR FINANCIAL HIGHLIGHTS
(millions of dollars
except where indicated) 2006
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SUPPLEMENTARY INFORMATION


2005 2004 2003 2002 2001 2000


Per Common Share Data (dollars)
Net income – Basic


Continuing operations $2.49 $2.02 $1.66 $1.56 $1.44 $1.32
Discontinued operations – 0.11 0.10 – (0.14) 0.13


$2.49 $2.13 $1.76 $1.56 $1.30 $1.45


Net income – Diluted
Continuing operations $2.47 $2.01 $1.66 $1.55 $1.44 $1.32
Discontinued operations – 0.11 0.10 – (0.14) 0.13


$2.47 $2.12 $1.76 $1.55 $1.30 $1.45


Dividends declared $1.22 $1.16 $1.08 $1.00 $0.90 $0.80
Book Value(1)(6) 14.79 $13.54 $12.61 $11.99 $11.38 $10.97
Market Price


Toronto Stock Exchange ($Cdn)
High 37.90 30.35 28.49 23.91 21.13 17.25
Low 28.94 25.37 20.77 19.05 14.85 9.80
Close 36.65 29.80 27.88 22.92 19.87 17.20
Volume (millions of shares) 238.0 280.1 277.9 280.6 288.2 400.7


New York Stock Exchange ($US)
High 32.41 24.91 21.88 15.56 13.41 11.50
Low 23.36 18.75 14.16 11.89 9.88 6.75
Close 31.48 24.87 21.51 14.51 12.51 11.50
Volume (millions of shares) 31.6 33.0 21.2 16.3 16.8 21.2


Shares outstanding (millions)
Average for the year 486.2 484.1 481.5 478.3 475.8 474.6
End of year 487.2 484.9 483.2 479.5 476.6 474.9


Registered common shareholders(1) 30,533 31,837 33,133 34,902 36,350 30,758


Financial Ratios
Return on average common


shareholders’ equity(2) 17.6% 16.3% 14.4% 13.4% 11.6% 13.6%
Dividend yield(3) 3.3% 3.9% 3.9% 4.4% 4.5% 4.7%
Price/earnings multiple(4)(5) 14.7 14.0 15.8 14.7 15.3 11.9
Price/book multiple(4)(6) 2.5 2.2 2.2 1.9 1.7 1.6
Debt to debt plus shareholders’ equity(7) 59% 63% 64% 64% 67% 69%
Total shareholder return(8) 28% 11% 27% 21% 21% 48%
Earnings to fixed charges(9) 2.9 2.5 2.3 2.3 2.1 1.9


(1) As at December 31.
(2) The ratio of return on average common shareholders’ equity is determined by dividing net income by average common shareholders’


equity (i.e. opening plus closing shareholders’ equity divided by two) for each year.
(3) The ratio of dividend yield is determined by dividing dividends declared during the year by price per share as at December 31.
(4) Price per share refers to market price per share as reported on the Toronto Stock Exchange as at December 31.
(5) The price/earnings multiple is determined by dividing price per share by the basic net income per share.
(6) The price/book multiple is determined by dividing price per share by book value per share as calculated by dividing shareholders’ equity by


the number of shares outstanding as at December 31.
(7) Debt includes total long-term debt plus preferred securities as at December 31 and excludes non-recourse debt of joint ventures.


Shareholders’ equity in this ratio is at December 31.
(8) Total shareholder return is the sum of the change in price per share plus the dividends received plus the impact of dividend re-investment


in a calendar year, expressed as a percentage of the value of shares at the end of the previous year.
(9) The ratio of earnings to fixed charges is determined by dividing the income from continuing operations before financial charges and


income taxes, excluding undistributed income from equity investees by the financial charges incurred by the company (including
capitalized interest).
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TRANSCANADA CORPORATION


Common shares are listed on the Toronto and New York stock exchanges under the symbol: TRP


Preferred shares are listed on the Toronto Stock Exchange under the following symbols:


Cumulative redeemable first preferred Series U: TCA.PR.X and Series Y: TCA.PR.Y


8.25% Preferred Securities are listed on the New York Stock Exchange under the symbol: TCAPr


16.50% First Mortgage Pipe Line Bonds due 2007 are listed on the London Stock Exchange


* TransCanada PipeLines Limited (TCPL) is a wholly owned subsidiary of TransCanada Corporation.


Annual Meeting The annual meeting of shareholders is scheduled for April 27, 2007 at 10:00 a.m. (Mountain
Daylight Time) at the Roundup Centre, Calgary, Alberta.


Dividend Payment Dates Scheduled common share dividend payment dates in 2007 are January 31, April 30, July 31
and October 31.


Dividend Reinvestment and Share Purchase Plan TransCanada’s dividend reinvestment and share purchase plan
(DRP) allows common shareholders of TransCanada and preferred shareholders of TCPL to purchase additional common
shares by reinvesting their cash dividends without incurring brokerage or administrative fees. Participants in the DRP
may also buy additional common shares, up to $10,000 (US$7,000) per quarter. Please contact our DRP agent,
Computershare Trust Company of Canada, for more information on the DRP or visit us at www.transcanada.com.


TransCanada Corporation Common Shares Computershare Trust Company of Canada (Montreal, Toronto, Calgary
and Vancouver) and Computershare Trust Company (New York)


TCPL Preferred Shares Computershare Trust Company of Canada (Montreal, Toronto, Calgary and Vancouver)


TCPL Preferred Securities The Bank of New York (New York)


TCPL First Mortgage Pipe Line Bonds CIBC Mellon Trust Company, as agent for National Trust Company (Toronto).


Co-Registrar and Paying Agent U.K. Series, 16.50%: Computershare Services PLC (London, England)


TCPL Debentures


Canadian Series: CIBC Mellon Trust Company (Halifax, Montreal, Toronto, Calgary and Vancouver)


11.10% series N 10.50% series O 10.50% series P 10.625% series Q
11.85% series R 11.90% series S 11.80% series U 9.80% series V 9.45% series W


U.S. Series: The Bank of New York (New York) 9.875% and 8.625%
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STOCK EXCHANGES, SECURITIES AND SYMBOLS


TransCanada Corporation


TransCanada PipeLines Limited*


TRANSFER AGENTS, REGISTRARS AND TRUSTEE







TRANSCANADA CORPORATION


TCPL Canadian Medium-Term Notes CIBC Mellon Trust Company (Halifax, Montreal, Toronto, Calgary
and Vancouver)


TCPL U.S. Medium-Term Notes (unsubordinated notes) and Senior Notes The Bank of New York (New York)


NGTL Debentures


Canadian Series: CIBC Mellon Trust Company (Halifax, Montreal, Toronto, Calgary and Vancouver)


11.95% series 13 11.70% series 15 11.20% series 18 12.625% series 19
12.20% series 20 12.20% series 21 9.90% series 23


U.S. Series: U.S. Bank Trust National Association (New York) 8.50% and 7.875%


NGTL Canadian Medium-Term Notes CIBC Mellon Trust Company (Halifax, Montreal, Toronto, Calgary
and Vancouver)


NGTL U.S. Medium-Term Notes U.S. Bank Trust National Association (New York)
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TRANSCANADA CORPORATION


If you are a registered shareholder and have questions regarding your account, please contact our transfer agent in
writing, by telephone, fax or e-mail at:


Computershare Trust Company of Canada, 100 University Avenue, 9th Floor, Toronto, Ontario, Canada M5J 2Y1


Toll-free: 1 (800) 340-5024 Fax: 1 (888) 453-0330 (North America)
Telephone: 1 (514) 982-7959 Fax: 1 (416) 263-9394 (outside North America)


E-mail: transcanada@computershare.com


If you hold your shares in a brokerage account (beneficial shareholder), questions should be directed to your broker on
all administrative matters.


If you would like to receive quarterly reports, please contact Computershare or visit our website at
www.transcanada.com.


Electronic Proxy Voting and Delivery of Documents TransCanada is pleased to offer registered and beneficial
shareholders the ability to receive their documents (annual report, management information circular, notice of meeting
and view-only proxy form) and vote online.


In 2007, registered shareholders who opt to receive their documents electronically will have a tree planted on their
behalf through eTree. For more information and to sign up online, registered shareholders can visit
www.etree.ca/transcanada.


Shareholders who do not have access to e-mail, or who still prefer to receive their proxy materials by mail also have the
ability to choose whether to receive TransCanada’s annual report by regular mail. Each year, shareholders are required to
renew their option and will receive a notification for doing so. The annual report is available on the TransCanada
website at www.transcanada.com/investor/financial.html at the same time that the report is mailed to shareholders.


Electronic delivery and the ability to opt out of receiving the annual report by mail, provides increased convenience to
shareholders, benefits to the environment and reduced mailing and printing costs for the company.


TransCanada in the Community TransCanada’s annual Corporate Social Responsibility Report is available at
www.transcanada.com. If you would like more information, please contact:


Communications 450-1st Street S.W., Calgary, Alberta, Canada T2P 5H1, 1 (403) 920-2000 or 1 (800) 661-3805.


Visit our website at www.transcanada.com to access TransCanada’s corporate and financial information, including
quarterly reports, news releases, real-time conference call webcasts and investor presentations.


Si vous désirez vous procurer un exemplaire de ce rapport en français, veuillez consulter notre site web ou vous adresser
par écrit à TransCanada Corporation, bureau du secrétaire.
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TRANSCANADA CORPORATION


S. Barry Jackson* E. Linn Draper(3)(4) John A. MacNaughton(1)(3)


Chairman Former Chairman, President and CEO Chairman
TransCanada Corporation American Electric Power Co., Inc. Canadian Trading and Quotation
Calgary, Alberta Lampasas, Texas System Inc.


Toronto, Ontario
Harold N. Kvisle The Hon. Paule Gauthier, P.C., O.C., O.Q., Q.C.(1)(3)


President and CEO Senior Partner David P. O’Brien(2)(4)


TransCanada Corporation Desjardins Ducharme LLP Chairman
Calgary, Alberta Québec, Québec EnCana Corporation


Royal Bank of Canada
Kevin E. Benson(1) Kerry L. Hawkins(3)(4)


Calgary, Alberta
President and CEO, Retired President
Laidlaw International, Inc. Cargill Limited Harry G. Schaefer, F.C.A.(1)(2)


Wheaton, Illinois Winnipeg, Manitoba President
Schaefer & Associates Ltd.


Derek H. Burney, O.C.(1)(2) Paul L. Joskow(1)(2)
and Vice-Chairman


Senior Strategic Advisor Professor, Department of Economics TransCanada Corporation
Ogilvy Renault LLP Massachusetts Institute of Technology Calgary, Alberta
Ottawa, Ontario Brookline, Massachusetts


D. Michael G. Stewart(3)


Wendy K. Dobson(2)(4)
Principal


Professor, Rotman School Ballinacurra Group
of Management and Director, Calgary, Alberta
Institute for International Business
University of Toronto
Uxbridge, Ontario


* Non-voting member of all committees of the Board


(1) Member, Audit Committee


(2) Member, Governance Committee


(3) Member, Health, Safety and Environment Committee


(4) Member, Human Resources Committee


Please refer to TransCanada’s Notice of 2007 Annual and Special Meeting of Common Shareholders and Management
Proxy Circular for the company’s statement of corporate governance.


TransCanada’s Corporate Governance Guidelines, Board charter, Committee charters, Chair and CEO terms of reference
and codes of business conduct and ethics are available on our website at www.transcanada.com. Also available on our
website is a summary of the significant ways in which TransCanada’s corporate governance practices differ from those
required to be followed by U.S. domestic companies under the New York Stock Exchange’s listing standards.


Additional information relating to the company is filed with securities regulators in Canada on SEDAR at
www.sedar.com and in the U.S. on EDGAR at www.sec.gov. The documents referred to in this Annual Report may be
obtained free of charge by contacting TransCanada’s Corporate Secretary at 450-1st Street S.W., Calgary, Alberta,
Canada T2P 5H1, or by telephoning 1 (403) 920-2000.


Ethics Help-Line The Audit Committee of the Board of Directors has established an anonymous and confidential
toll-free telephone number for employees, contractors and others to call with respect to accounting irregularities and
ethical violations. The Ethics Help-Line number is 1 (888) 920-2042.
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TransCanada’s Vision


TransCanada will be the leading energy infrastructure 


company in North America, with a strong focus on gas 


transmission and power generation opportunities located in 


regions where we enjoy significant competitive advantages.
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Integration Management Guide 
Summary 


Integration management is the primary interface between the project manager / project 
team and the TransCanada leadership team responsible for making stage gate decisions.  
Integration management is essential to satisfy stage gate requirements. 


The “PMO Integration Management Guide” includes information to support project 
managers in ensuring that the three main components of integration management are 
addressed: 


• Project Decision Summary 
• Phase plans 
• Integrated change control  


Integration management is primarily focussed on ensuring that activities associated with 
all project management knowledge areas (e.g. cost, schedule, scope, risk, 
communications, quality etc.) are communicated and executed in a co-ordinated manner.  
As each of the individual knowledge areas has three levels of control, and integration 
management is essentially the amalgamation of all of them, it is not necessary to 
introduce multiple formal levels of integration management to provide scalability across 
all TransCanada project types. 


This document defines the key interfaces between integration management and the other 
project management control areas, and defines expectations for integration management. 
It also provides a structured and consistent framework for the management of all project 
integration needs.  


The goal of integration management is to ensure coordination of various processes and 
activities associated with the management of projects.  In achieving this, the following 
should also be achieved: 


• Stage gate decision makers are provided with sufficient information to make stage 
gate decisions; 


• Project team and stakeholders are provided with sufficient information to 
successfully manage and execute the project; and 


• Project baselines are appropriately managed, and any proposed changes are 
evaluated, approved and implemented when necessary. 


 


TransCanada 
November 30, 2007 
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Global Credit Research
Credit Opinion


3 AUG 2007


Credit Opinion: TransCanada PipeLines Limited


TransCanada PipeLines Limited


Calgary, Alberta, Canada


[1] To June 30, 2007 [2] Net Profit After-Taxes Before Unusual Items


Note: For definitions of Moody's most common ratio terms please see the accompanying User's Guide.


Company Profile


TransCanada PipeLines Limited (TCPL, A2 senior unsecured, stable) is a diversified energy company with
extensive investments in gas transmission assets as well as unregulated power generation and gas storage.
Organized into two business segments, Pipelines and Energy, the company is predominantly a low-risk gas
pipeline and electricity generation company with stable and predictable cash flows primarily provided by its
ownership of TransCanada PipeLines Limited (TCPL, A2 senior unsecured, stable).


Ratings


Category Moody's Rating
Outlook Stable
Issuer Rating A2
First Mortgage Bonds A2
Senior Unsecured A2
Subordinate MTN A3
Preferred Stock -Dom Curr Baa1
Commercial Paper P-1
Parent: TransCanada Corporation
Outlook Stable
Issuer Rating A3
NOVA Gas Transmission Ltd.
Outlook Stable
Issuer Rating A2
Senior Unsecured A2
Gas Transmission Northwest Corporation
Outlook Stable
Senior Unsecured A2


Contacts


Analyst Phone
Allan McLean/Toronto 416.214.3852
John Diaz/New York 212.553.1977


Key Indicators


TransCanada PipeLines Limited
[1]LTM 2006 2005 2004 2003


Total Assets (C$ millions) $30,620.4 $26,221.4 $24,413.1 $23,029.0 $20,905.9
NPATBUI (C$ millions) [2] $1,037.0 $1,009.2 $858.7 $784.4 $834.3
EBIT/Interest (x) 2.4x 2.5x 2.5x 2.4x 2.4x
Debt/Book Capitalization (Excluding Goodwill) (%) 67.6% 64.5% 63.6% 65.1% 65.9%
RCF/Debt (%) 11.0% 11.7% 9.9% 8.5% 10.5%
ROE (NPATBUI/Avg. Equity) (%) [2] 12.8% 14.2% 12.8% 12.5% 14.3%


Opinion







TCPL is 100% owned by TransCanada Corporation (TCC, A3 issuer rating, stable). Currently, TCC's only asset is
its 100% ownership interest in TCPL. All operations are conducted through TCPL and its subsidiaries. This is
expected to continue to be the case indefinitely and would only be expected to change in the event that TCC
undertakes a major development project or completes an acquisition which TCPL would effectively be precluded
from completing by virtue of the Equity Fund Investment restriction in certain of TCPL's trust indentures. Even then,
Moody's would expect TCC to issue debt only to the extent that TCPL is unable to obtain bondholder consent to
amend the Equity Fund Investment restriction.


TCPL owns and operates a number of pipeline systems including the Canadian Mainline, Alberta System (through
subsidiary NOVA Gas Transmission Ltd. or NOVA; A2 senior unsecured, stable), Gas Transmission Northwest
System (through subsidiary Gas Transmission Northwest Corporation or GTN; A2 senior unsecured, stable), ANR
system (through subsidiary ANR Pipeline Company or ANR; A2 senior unsecured, stable). These assets together
with TCPL's other pipelines and regulated gas storage comprise TCPL's Pipelines reporting segment. TCPL's
Energy segment is comprised of investments in unregulated power generation and unregulated gas storage
assets. TCPL's electricity generation assets tend to be characterized by either low marginal cost of production
(Bruce Power, TC Hydro and the Shearness and Sundance A and B PPAs) or long-term power purchase
agreements with highly rated counterparties (Bruce Power, Cartier Wind, Becancour, and Grandview).


Recent Events


On February 22, 2007, TCPL completed the acquisition of ANR Pipeline Company, ANR Storage Company
(collectively ANR) and an additional 3.55% interest in Great Lakes Gas Transmission (GLGT) for approximately
US$3.4 billion including assumed debt of approximately US$491 million. In a related transaction, TC PipeLines,
LP, acquired the remaining 46.45% of GLGT for US$962 million including US$212 million in assumed debt. TCPL
is the sole general partner and largest unitholder (32.1% interest) of TC PipeLines, LP whose financial results are
fully consolidated in those of TCPL. The transactions increased TCPL's consolidated assets by approximately $5.8
billion and are expected to increase its FFO by between $400 and $500 million on an annualized basis.


TCPL funded the transactions through a combination of debt and equity including a $1.725 billion common equity
offering, a US$1 billion of junior subordinated note (Basket C, Moody's Hybrid Continuum) offering by TCPL and a
US$600 million equity offering by TC PipeLines, LP (US$300 new equity to TCPL consolidated due to TCPL's
purchase of 50% of the offering). The balance of the ANR/GLGT acquisition was funded with committed credit
facilities, including several new acquisition facilities at various levels of the organization.


Moody's considers the acquired assets to be a good fit with TCPL's existing gas pipeline assets including its
previously existing 50% interest in GLGT. GLGT connects TCPL's Mainline and ANR systems further extending
the reach of its pipeline network. The acquired assets are largely FERC regulated and well contracted, although
the contracts are for relatively short durations and the rates are generally discounted relative to the maximum rate
allowed under the FERC approved tariff.


Rating Rationale


As described in detail in Moody's rating methodology for North American Diversified Gas Companies, Moody's
focuses on the following four main rating factors in assessing the relative creditworthiness of diversified gas
companies such as TCPL: Scale, Quality of Diversification, Management Strategy & Financial Policy and Financial
Strength. It is Moody's intent that in applying this methodology, investors should be able derive a rating indication
that is within two notches of the company's published rating in most instances. Recognizing that TCC's only asset
is its 100% ownership of TCPL, Moody's Diversified Gas Methodology is best applied to TCPL which is itself a
Diversified Gas Company. TCC's A3 issuer rating is notched off of TCPL's A2 senior unsecured rating and reflects
the structural subordination of TCC's obligations to the debt of TCPL and certain of its subsidiaries.


FACTOR 1: SCALE (10% weighting)


1. Total Assets (5% weighting) - TCPL benefits from a large and growing asset base and rates highly (Aaa) against
its diversified peers in terms of this sub-factor. With total assets of approximately $31.1 billion at March 31, 2007,
TCPL is one the largest companies in Moody's Diversified Gas peer group. TCPL's Alberta System and Canadian
Mainline pipeline assets are strategically important to Canada and the U.S. in that they transport a significant
portion of Western Canada Sedimentary Basin (WCSB) gas production to markets throughout North America. As
at December 31, 2006, TCPL generated approximately 78% of its revenues from Canada and approximately 75%
of its PP&E was situated in Canada. The majority of the balance of TCPL's revenues was derived from
investments in the U.S.


TCPL's extensive network of pipelines allows it to offer shippers access to a variety of downstream markets. The
Mainline System provides the majority of natural gas transportation capacity out of the WCSB to markets in
eastern Canada and the US while the Alberta System gathers gas in western Canada, upstream of the Mainline.
The ANR System transports gas from Oklahoma, Texas and the Gulf of Mexico to the states south of the Great
Lakes. Additionally, ANR connects with other pipelines to provide access to supply from western Canada and the
US midwest. The GLGT System connects the Mainline and ANR systems. TCPL's other wholly-owned pipeline
assets include the Foothills System and the GTN System. The Foothills System connects the Alberta System to
the U.S. west coast through the GTN System and to the U.S Midwest, through an interconnection with the
Northern Border pipeline in which TCPL has an indirect interest through TC PipeLines, LP.







Although TCPL has a diverse portfolio of regulated pipelines, the majority of the gas transported by these pipelines
is produced from the WCSB. While the reserves-to-production ratio of the WCSB has remained relatively constant
at about nine years for some time, in the longer term, production from this basin will decline. In the absence of
alternate sources of supply such as Mackenzie gas, Alaskan gas or regasified LNG, TCPL will have increasing
levels of unutilized capacity. This challenge will be more pressing for TCPL's U.S. pipelines which do not benefit
from throughput protection.


Many of TCPL's pipelines face competitive pressures which have resulted in shorter contract maturities and have
caused discounting of tariffs on certain U.S. pipelines including ANR and GTN.


2. NPATBUI (5% weighting) - With annual net income of approximately $1.1 billion for the year ended December
31, 2006, TCPL also compares highly (Aaa) relative to its diversified gas peers. TCPL's diversified portfolio of
regulated pipelines and unregulated generation assets has consistently been able to generate significant free cash
flow after maintenance capital expenditures.


FACTOR 2: QUALITY OF DIVERSIFICATION (20% weighting)


1. Scale of Unregulated Exposure (10% weighting) - TCPL's scale of unregulated exposure as measured by
percentage of unregulated operations compares favourably (Aa) to that of its peer group. TCPL's ratings reflect the
company's strong focus on businesses that benefit from regulatory or contractual support and therefore tend to
generate stable, predictable cash flows. At March 31, 2007, TCPL Pipelines segment represented approximately
75% of total assets and operating income.


2. Degree of Business Risk (10% weighting) - TCPL has a relatively low business risk profile among the
companies in Moody's Diversified Gas peer group and scores in the Baa range on this sub-factor. This reflects the
fact that its pipeline assets, which represent over 75% of total assets, tend to be regulated while its energy
segment assets, which represent about 20% of total assets, tend to be either low cost electric generation assets or
electric generation assets that benefit from long-term contracts with highly rated counterparties. The combination
of regulated pipelines and low cost or highly contracted generation assets tends to generate stable and predictable
cash flows.


The Baa scoring on Degree of Business Risk incorporates Moody's view that TCPL's business risk is higher than it
has been historically. The absolute growth in TCPL's energy business, which is predominantly comprised of
unregulated electricity generation assets, is a contributing factor. TCPL has partially mitigated the higher business
risk associated with competitive generation by acquiring low cost generation assets and/or entering into long-term
contracts with highly rated counterparties. Notwithstanding the relatively low risk nature of TCPL's generation
business, Moody's considers this business to have a significantly higher business risk profile than TCPL's
regulated Canadian pipelines. While TCPL's investment in Bruce Power provides it with a source of low cost
generation, there are material risks related to the restart/refurbishment of the Bruce A Units 1 and 2. Very
significant cost and schedule overruns have occurred during prior refurbishments of CANDU reactors by Ontario
Power Generation and, to a lesser extent Bruce Power. TCPL's business risk profile also reflects its increasing
exposure to U.S. pipelines whose business risk is considered to be higher than that of regulated Canadian
pipelines although lower than that of unregulated generation. Moody's assessment of TCPL's business risk also
reflects the size and complexity of potential future pipeline development projects such as the Mackenzie Gas
Pipeline Project and the Alaska Highway Pipeline Project.


FACTOR 3: MANAGEMENT STRATEGY & FINANCIAL POLICY (10% weighting)


TCPL scores in the A category on this sub-factor.


To some degree, TCPL's financial policy reflects the decisions of its regulators in terms of deemed capital structure
and allowed returns on equity. Typically, Canadian regulators deem a more leveraged capital structure and allow
less robust returns on equity than is typical for regulated U.S. pipelines. Historically, Moody's has viewed the
resulting weaker financial profile as being largely offset by a generally more supportive regulatory and business
environments in Canada. However, as noted in previously published research, Moody's believes that in order to
maintain its A2 senior unsecured rating, TCPL needed to demonstrate consistent improvement in its financial
metrics to offset increased business risks including growth of its electric generation portfolio, growth outside of
Canada and maturation of the WCSB among others. TCPL has had some success in recent regulatory decisions
and negotiated settlements in achieving higher deemed equity components for its Canadian pipelines although
ROEs continue to be at historic lows by virtue of the impact of low bond yields on the ROE formulas utilized by
Canada's National Energy Board (NEB) and the Alberta Energy and Utilities Board (EUB). Despite the challenges
TCPL faces in attempting to improve the financial profile of the regulated Canadian pipelines, Moody's believes
that TCPL's management has demonstrated a commitment to the A2 rating by strengthening key metrics such as
FFO/Debt (15.8% at December 31, 2006 versus 12.6% at December 31, 2004) and FFO Interest Coverage (3.3x
at December 31, 2006 versus 2.8x at December 31, 2004).


To some degree, TCPL's metrics reflect the fact that much of TCPL's growth in recent years (e.g. Bruce Power, TC
Hydro, GTN and ANR) has been by way of acquisition rather than construction of new assets. While TCPL has
incurred debt to finance a portion of these acquisitions, the acquired assets tend to immediately generate cash flow
to service the additional debt. Had TCPL achieved similar growth through the construction of new assets and
financed the construction period predominantly with debt, then all else being equal TCPL's leverage and cash flow







metrics would have been weaker than they have been.


TCPL has made a number of acquisitions in recent years, but they have generally been of manageable size and
consistent with the company's strategy of focusing on regulated pipelines and power generation. While the nature
of the activities that fall within TCPL's recently renamed Energy Segment have expanded in recent years to include
nuclear generation, LNG regasification and natural gas storage, we view these activities to be complementary to
TCPL's existing business and believe that TCPL is managing the risks associated with these businesses by,
among other things, entering into long-term contracts which are expected to generate relatively stable, predictable
cash flows.


Moody's notes that while TCPL's debt is structurally subordinate to that of certain subsidiaries, there are no
significant ring fencing restrictions at the subsidiaries and cash is managed on a centralized basis. In Moody's
view, this tends to align the credit profiles of TCPL and its subsidiary more closely than would be the case if strong
ring fencing provisions, such as those between Terasen Gas and Terasen Inc., were to exist.


FACTOR 4: FINANCIAL STRENGTH (60% weighting)


Moody's rating methodology considers the following credit metrics to be important indicators of the financial
strength of diversified gas companies:


1. EBIT/Interest Expense (15% weighting) - TCPL's EBIT/Interest Expense scores within the Ba range, with the
three year average measuring approximately 2.5 times. However, in the short to medium-term, Moody's expects
TCPL's EBIT/Interest Expense ratio to rise above 3.0x thereby entering the Baa range.


2. Debt to Book Capitalization (15% weighting) - The company's Debt to Capitalization (Excluding Goodwill) has
historically been in the mid 60% range and therefore scores in the Ba category. However, in the near to medium-
term Moody's expects this to approach the 60% mark.


3. Retained Cash Flow to Debt (15% weighting) - Retained Cash Flow to Debt for TCPL scores within the Baa
range based on a three year average of just over 10%. While Moody's expects RCF/Debt to strengthen within the
Baa category, it is not expected to improve sufficiently to move the scoring on this sub-factor into the A category.


4. Return on Equity (15% weighting) - Return on Equity scores within the A range, with a three year average of
approximately 13.2% although this result was somewhat influenced by gains on the sale of assets in 2004 and is
expected to weaken somewhat going forward.


METHODOLOGY-IMPLIED RATING


Moody's rating methodology model indicates a Baa1 rating for TCPL versus the A2 senior unsecured rating
assigned by Moody's rating committee. The two notch differential reflects the fact that financial strength ratios
account for 60% of the model's output and the fact that, as discussed above, TCPL has a relatively weak financial
profile. While the methodology-implied rating falls within the one to two notch band that Moody's rating
methodologies aim to achieve, it does not capture all of the factors considered by Moody's rating committees. For
instance, based on our discussions with the company, Moody's anticipates that TCPL's financial profile will
improve into the Baa category over the next two to three years. In addition, Moody's rating committee places
considerable emphasis on the strategic importance of the Alberta System and the Mainline in moving the majority
of the gas production out of the WCSB and on the relatively supportive regulatory and business climates in
Canada.


Liquidity


TCPL's commercial paper program is rated Prime-1 (A) to reflect Moody's expectation that the company's cash
flow generation will remain stable and that its liquidity facilities will continue to be strong.


TCPL is expected to generate approximately C$2.6 billion of adjusted funds from operations (FFO) and to pay
dividends in the range of $720 to $760 million in each of 2007 and 2008. After forecast capital expenditures,
acquisitions and working capital changes of approximately $1.8 billion in 2007 and $1.7 billion in 2008 and the
ANR/GLGT acquisition of approximately $4.2 billion after assumed debt in 2007, Moody's expects TCPL to be free
cash flow (FCF) negative by approximately $4.2 billion in 2007 and modestly FCF positive in 2008. Moody's notes
that the February 22, 2007 acquisition of ANR and incremental 3.55% of GLGT for US$3.6 billion after assumed
debt accounts for the majority of the firm's negative FCF for 2007. The transactions were funded through a
combination of debt and equity including a $1.725 billion common equity offering by TCC, a US$1 billion of junior
subordinated note (Basket C, Moody's Hybrid Continuum) offering by TCPL and a US$600 million equity offering
by TC Pipelines, L.P. (US$300 new equity to TCPL consolidated due to TCPL's purchase of 50% of the offering).
The balance of the ANR/GLGT acquisition was funded with committed credit facilities, including several new
acquisition facilities at various levels of the organization.


Given TCPL's schedule of debt maturities and absent further M&A activity, the company's borrowing requirements
for the next 12 months are anticipated to total about $500 million. With the filing of the $1.5 billion Canadian MTN







Shelf and the US$1.5 billion US Debt Shelf (US$500 million remaining) in March 2007, the company would expect
to raise the required funds in the capital markets.


In addition to the debt shelves, TCPL maintains a $1.5 billion dual-currency commercial paper (CP) program. In
support of the program, TCPL has a $1.5 billion committed syndicated facility that was amended and restated in
December 2006. This amended credit agreement comprises a $1.5 billion five-year evergreen facility with a current
maturity of December 2011 and a $500 million "accordion" option. The company is currently well below its debt to
total capitalization ratio covenant (maximum 75%) in the credit agreement. Further, the syndicated credit
agreement does not contain language such as Material Adverse Change (MAC) clauses or ratings triggers that
would inhibit access to the available portion of the facility in situations of financial stress.


For the purposes of Moody's liquidity analysis, approximately $340 million was deemed available under the $1.5
billion committed facility at March 31, 2007. This amount reflects $962 million of CP and short-term debt
outstanding as well as approximately $193 million letters of credit (LCs) outstanding. Although the LCs were issued
under TCPL's demand credit facilities, as explained below, we consider the LCs to be a use of TCPL's committed
credit capacity. However, with TCPL's April 2007 issuance of US$1 billion of junior subordinated notes and the
subsequent reduction of outstanding short-term debt to approximately $200 million, availability under the $1.5
billion committed credit facility increased to approximately $1.1 billion.


TCPL also maintains approximately $600 million of demand bank facilities for the issuance of LCs and support of
its obligations arising in the conduct of its business. As at March 31, 2007, the company had utilized C$193 million
of its demand facilities for the issuance of LCs. Moody's places limited value on uncommitted or demand bank
facilities in its analysis of liquidity risk in recognition of the fact that such facilities may be cancelled at the Lender's
sole discretion. Should the lender exercise this option, the company would have to utilize cash or committed credit
facilities to retire any outstanding amounts or replace any letters of credit that had previously been issued under
the demand facilities. In our analysis of TCPL's liquidity risk, Moody's recognizes that the company has severally
guaranteed certain contingent financial obligations of its investees Bruce Power L.P. (Bruce B) and Bruce Power A
L.P. (Bruce A). At December 31, 2006, the company estimated that its net exposure under those guarantees was
$586 million of an estimated maximum exposure of $658 million. Moody's assessment TCPL's short-term liquidity
assumes that the company will not experience calls on these guarantee obligations.


Given TCPL's forecast FFO, existing cash balances and available committed CP back-up facilities, Moody's
believes the company has sufficient liquidity to meet its ongoing dividend requirements, maintenance and growth
capital expenditures, and scheduled debt maturities.


Rating Outlook


The Stable outlook reflects Moody's expectation that TCPL will remain predominantly a regulated energy
infrastructure company. The outlook also reflects Moody's expectation that TCPL will continue to demonstrate
progress in strengthening its financial profile over the next two to three years to offset its increased business risk
profile. The outlook also reflects the expectation that TCPL's parent, TCC, will neither issue debt in its own name
nor directly own any operating assets.


What Could Change the Rating - Up


Given TCPL's increased business risk and its financial profile which remains relatively weak for the current rating
category, Moody's does not consider it likely that TCPL's ratings would be upgraded in the foreseeable future.


What Could Change the Rating - Down


All else being equal, if TCPL fails to demonstrate progress in strengthening its financial profile such that it falls into
the Baa category over the next two to three years, TCPL could experience downward pressure on its rating.


Rating Factors


TransCanada PipeLines Limited


Rating Factors and Sub-Factors [1] Aaa Aa A Baa Ba B Caa


Factor 1: Scale (10% weighting)


NPATBUI (US$ millions) (5%) [2] $884


Total Assets (US$ millions) (5%) $24,554







[1] Three year averages (2004-2006) [2] Net Profit After-Taxes Before Unusual Items


Factor 2:Quality of Diversification (20% weighting)


Scale of Unregulated Exposure (10%) X


Degree of Business Risk (10%) X


Factor 3:Management Strategy & Financial Policy (10%
weighting)


Management Strategy & Financial Policy (10%) X


Factor 4:Financial Strength (60% weighting)


EBIT/Interest Expense (15%) 2.5x


Debt/Book Capitalization (Excluding Goodwill) (15%) 64.4%


RCF/Debt (15%) 10.0%


ROE (NPATBUI/Avg. Equity) 13.2%
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TransCanada PipeLines Ltd. Outlook 
To Stable; Ratings Affirmed 
 


Rationale 


On April 4, 2007, Standard & Poor’s Ratings Services revised its outlook on Calgary, Alta.-


based TransCanada PipeLines Ltd. (TCPL) to stable from negative. At the same time, 


Standard & Poor’s also revised its outlook on subsidiaries ANR Pipeline Co. and NOVA Gas 


Transmission Ltd. Standard & Poor’s affirmed its ratings, including the ‘A-’ long-term 


corporate credit rating, on TCPL and its subsidiaries. 


The ratings on TCPL reflect the mature but predictable earnings stream from its natural gas 


pipeline operations, the high level of free cash generated by its operations, and the increasingly 


diverse sources of this cash flow. The company’s leverage, concerns related to the expansion of 


its nuclear operations, and a somewhat high level of earnings variability from some of TCPL’s 


power investments constrain the ratings. 


TCPL’s natural gas pipeline business, which represents about 75% of the company’s 


earnings base, provides a predictable and reasonably stable earnings base in support of the 


consolidated rating. This segment consists of a number of wholly and partially owned 


subsidiaries that provide natural gas transportation throughout North America. TCPL’s 


Mainline and Alberta systems, which transport the majority of western Canadian natural gas 


under a regulated cost of service regime, traditionally anchor earnings from these operations. 


Although the regulation is transparent and predictable, a declining rate base (related to the 


maturity of gas production in western Canada) and declining returns on equity (due to their 


linkage to interest rates) have resulted in reduced earnings in the past few years. TCPL’s 


investments in other pipeline operations, such as its recent purchase of ANR and its potential 
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investment in the Keystone oil pipeline project, provide a stabilizing offset to projections of gradually 


declining earnings from their traditional pipelines. 


The balance of TCPL’s earnings come from its power segment. This segment includes a mix of 


wholly and partially owned subsidiaries that produce gas, nuclear, wind, coal and hydro-based energy, 


as well as gas storage in primarily deregulated markets. The benefits of this segment relate to the 


increased level of diversity it brings to TCPL’s operations; the earnings from these operations are 


generally not linked to the earnings from its pipeline operations. The negative aspects relate to the 


higher level of earnings variability relative to its traditional pipeline earnings. The long-term exposure 


of its Alberta-based power operations (primarily coal-based power purchase agreements) to the volatile 


Alberta wholesale power markets is a specific concern; these operations generated unusually strong 


profitability in 2006, but it is difficult to predict future profitability due to the small proportion of 


hedged sales beyond the next two years. 


Consistent free cash-flow generation remains a fundamental strength of the company. The 


company’s increasingly diverse investments provide a reasonably stable level of cash flow that finance 


both the company’s common share dividends and its new investments. It also provides a buffer against 


cost overruns or other setbacks that could happen with its new projects. 


A major expansion at Bruce Power, the company’s partially owned investment in Ontario-based 


nuclear power, constrains the ratings. This subsidiary is proceeding on a project that will restart two 


dormant units at the Bruce Power nuclear facility. It also provides power price guarantees and floors 


that will significantly bolster its earnings stability. Nevertheless, we believe that the C$4 billion 


expansion (of which TCPL is responsible for half) involves significant construction risk due to the high 


historic incidence of cost overruns on nuclear projects. That portions of this project have never been 


undertaken before amplifies our concerns. To date, the project appears to be proceeding favorably but 


we still believe there is significant potential for material cost overruns. Our ratings accordingly 


incorporate some tolerance for cost overruns on this project. 


TCPL’s balance sheet is highly leveraged, with the high level of cash flow stability providing an 


offset. We expect that funds from operations (FFO) interest coverage will continue to exceed 3x, FFO-


to-total debt will exceed 15%, and debt-to-capital will remain at about 60%. High leverage levels 


relate to the large proportion of pipeline assets (which can tolerate higher leverage levels) on the 


company’s balance sheet. Given that TCPL intends to structure its balance sheet to maintain its current 


ratings, we expect that any major acquisitions would continue to involve a significant equity 


component. 


Liquidity 


TransCanada’s liquidity supports the rating. This assessment is based on: 


 Strong levels of operating cash flow are well in excess of planned capital expenditures; based on 


proposed project spending, we expect that free operating cash flow (before dividends) will 


exceed C$1 billion annually in the next few years. This will be sufficiently finance cash 


dividends of approximately C$650 million annually and possibly provide some room for debt 


retirement. 


 Committed credit lines of C$1.5 billion are almost fully available. The credit lines have only one 


financial covenant that is tripped if debt-to-total capitalization exceeds 75%. There is ample 
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room under this covenant; TCPL would have to incur a major write-off for this to act as a 


constraint on borrowing. 


 The company’s debt maturities are well spaced, and should fluctuate between C$600 million 


and C$900 million in the next few years. TCPL has always enjoyed good access to both U.S. 


and Canadian bond markets, which will facilitate refinancing. 


 The company has several partially owned subsidiaries. If required, these interests could be sold 


quickly to boost liquidity. 


Outlook 


The stable outlook reflects our expectation that TCPL’s pipeline segment will continue to provide a 


solid earnings base that will continue to support its growth efforts in the pipeline and power segments. 


Given the somewhat high level of leverage, the outlook could be revised to negative, or the ratings 


downgraded, if the company experienced a major disappointment with a growth project or if new 


investments materially increased the prospective earnings variability of the company. Although 


unlikely, the outlook could be revised to positive if the company reduced leverage or when the 


company successfully completes the Bruce project. 


Ratings List 


Outlook Revised To Stable 


                                 To               From 


TransCanada PipeLines Ltd. 


Corporate credit rating            A-/Stable/—     A-/Negative/— 


ANR Pipeline Co. 


Corporate credit rating            A-/Stable/—     A-/Negative/— 


NOVA Gas Transmission Ltd. 


Corporate credit rating            A-/Stable/—     A-/Negative/— 


Ratings Affirmed 


TransCanada PipeLines Ltd. 


Senior secured debt                A 


Senior unsecured debt              A- 


Subordinated debt                  BBB+ 


Preferred stock 


Global scale                      BBB 


Canadian scale                    P-2 


ANR Pipeline Co. 


Senior unsecured debt              A- 


NOVA Gas Transmission Ltd. 


Senior unsecured debt              A- 


 


Complete ratings information is available to subscribers of RatingsDirect, Standard & Poor's Web-


based credit analysis system, at www.ratingsdirect.com. All ratings affected by this rating action can be 


found on Standard & Poor's public Web site at www.standardandpoors.com; under Credit Ratings in 


the left navigation area, select Find a Rating, then Credit Ratings Search.  
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Announcement: TransCanada Corporation


Moody's affirms TransCanada Corporation's A3 issuer rating


Toronto, December 22, 2006 -- Moody's Investors Service announced today that it has affirmed the ratings of
TransCanada Corporation (TRP) and its subsidiaries following the announcement that TRP has entered into
an agreement with El Paso Corporation to acquire 100% of ANR Pipeline Company and ANR Storage
Company (collectively, ANR) and a 3.55% interest in Great Lakes Gas Transmission (GLG) for a purchase
price of US$3.4 billion including assumed debt of US$457 million. In a related transaction it was announced
that, TC Pipelines, LP, would acquire the remaining 46.45% of GLG from El Paso Corporation for US$962
million including US$212 million in assumed debt. TRP is the sole general partner and largest unitholder
(13.4% interest) of TC Pipelines, L.P. whose financial results are fully consolidated in those of TRP. The
ratings affirmed include TRP's issuer rating (A3, stable), TransCanada PipeLines Limited's ratings (A2 senior
secured, A2 senior unsecured, A2 issuer, A3 preferred security, Baa1 preferred stock and Prime-1 short-
term; stable), NOVA Gas Transmission Ltd.'s A2 senior unsecured (stable) and Gas Transmission Northwest
Corporation's A2 senior unsecured (stable).


When completed Moody's anticipates that the announced transactions will increase TRP's consolidated
assets by approximately C$5.8 billion (approximately 24% of total assets as of September 30, 2006) and will
increase FFO by approximately C$460 million on an annualized basis. Moody's considers the acquired
assets to be a good fit with TRP's existing gas pipeline assets including its existing 50% interest in GLG.
GLG interconnects with TRP's mainline system and ANR further increasing TRP's extensive pipeline
network. The acquired assets are largely FERC regulated and well contracted albeit for relatively short
durations. Moody's considers the business risk profile to be relatively low although somewhat higher than that
of TRP's Canadian pipeline assets. Moody's believes that when completed the proposed transaction will
result in a small improvement in TRP's business risk profile by reducing its exposure on a percentage basis
to the higher risk power business.


Moody's ratings affirmation reflects the expectation that the transaction will be financed in a manner that
permits the TRP to continue to strengthen its financial profile relative to its 2005 fiscal year end results. While
Moody's anticipates some weakening of TRP's 2007 credit metrics relative to its results for the last 12
months ended September 30, 2006, Moody's expects the 2007 credit metrics to be generally stronger than
those of fiscal 2005 thereby demonstrating progress toward the strengthening of TRP's financial profile that
Moody's has indicated is necessary to support TRP's issuer rating at the A3 level. It is Moody's
understanding that TRP expects to have the permanent financing structure for the transaction in place
relatively shortly after the close of the transaction. While Moody's recognizes that there is execution risk
associated with raising the equity and debt required to permanently finance a transaction of this magnitude,
we believe that this is manageable for TRP given its access to both the Canadian and US equity and debt
markets. Moody's ratings affirmation is based on our understanding that the transaction will be financed in a
relatively conservative manner and that TRP will continue to further strengthen its financial profile over the
next two to three years. To the extent that TRP chooses to finance the transaction in a more aggressive
manner or fails to successively strengthen its financial profile following the completion of the acquisition such
that it achieves metrics of FFO/Debt in the high teens and FFO/Interest cover of approximately 4.0x by 2009,
Moody's is likely to reconsider TRP's ratings.


TransCanada is a gas pipeline and unregulated electricity generation company based in Calgary, Alberta.


Toronto
Andrew J. Kriegler
Managing Director
Structured Finance Group
Moody's Canada Inc.
(416) 214-1635


Toronto
Allan McLean
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Corporate Finance Group
Moody's Canada Inc.
(416) 214-1635
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TransCanada PipeLines Limited 
RATING 
Rating Trend Rating Action Debt Rated 
A  Stable Confirmed First Mortgage Bonds  
A  Stable Confirmed Unsecured Debentures & Notes   
R-1 (low) Stable Confirmed Commercial Paper  
Pfd-2 Stable Confirmed Preferred Securities (COPrS) 
Pfd-2 (low) Stable Confirmed Preferred Shares – cumulative 
RATING HISTORY Current 2005 2004 2003 2002 2001 
First Mortgage Bonds A A A A A A 
Unsecured Debentures & Notes A A A A A A 
Commercial Paper R-1 (low) R-1 (low) R-1 (low) R-1 (low) R-1 (low) R-1 (low) 
Preferred Securities (COPrS) Pfd-2 Pfd-2y Pfd-2y Pfd-2y Pfd-2y Pfd-2y 
Preferred Shares - cumulative Pfd-2 (low) Pfd-2 (low) Pfd-2 (low) Pfd-2 (low) Pfd-2 (low) Pfd-2 (low) 


 


RATING UPDATE 
TransCanada PipeLines Limited (TCPL or the Company) has 
embarked on a significant growth phase composed of large-scale 
pipeline and power projects. Its two largest developments, the 
Keystone Pipeline (Keystone) and the restart of Bruce Power 
Inc.’s two units (Bruce Restart) would account for $4.2 billion 
(64%) of the $6.6 billion estimated capital program planned for 
2006 to 2010, its largest program ever. Keystone marks TCPL’s 
re-entry into the crude oil pipeline business (despite Enbridge 
Inc.’s competing Alberta Clipper pipeline project), and Bruce 
Restart enhances TCPL’s capability in the growing Ontario 
power market, both with long-term expansion prospects. 
Selective infrastructure projects to provide further storage and 
new liquefied natural gas (LNG) facilities are also being 
reviewed. The foregoing projects entail execution risks in a 
highly competitive market, particularly in western Canada, and 
would require external financing, although largely supported by 


long-term contracts with mostly creditworthy counterparties. 
Dominion Bond Rating Service (DBRS) expects TCPL to 
continue to exercise financial and operational discipline during 
the growth phase to keep its credit metrics in line with the 
current credit ratings.  
TCPL’s portfolio of new projects reinforces its continued effort 
to re-balance its business mix by focusing on stable regulated 
pipelines (75% of EBIT in 2005), while pursuing higher return 
power developments. The purchase of Gas Transmission 
Northwest Corporation (GTN) and North Baja System in late 
2004  has in part alleviated concerns relating to its Canadian 
pipelines, which have experienced lower returns on a declining 
asset base, and continued de-contracting, affecting its 
competitiveness. GTN also reaches the growing California and 
Mexico markets, the latter of which could connect to new LNG 
terminals, over time. (Continued on page 2.) 


RATING CONSIDERATIONS 
Strengths  Challenges 
• Integrated transmission system from western Canada  
• Stable financial profile based on regulated operations 
• Substantial growth opportunities in pipelines and power 


Long-term supply and growing demand for natural gas 
 


 • Balance sheet pressure and execution risk from 
significant growth projects 


• Increased business risk with non-regulated investments 
• Excess pipeline capacity delaying full re-contracting 
• Regulatory restraints on profitability and coverage ratios 
• Potential subordination of cash flow from equity 


investments 
 


FINANCIAL INFORMATION 
6  months 6  months Roling 12 mos.          For the year ended December 31


Proportional Consolidation June 30, 2006 June 30, 2005 June 30, 2006 2005 2004 2003 2002
Net income before extras. ($ millions) 461 408 976 923 837 831 772
Cash flow before extras. ($ millions) 1,083 978 2,067 1,962 1,585 1,810 1,827
Return on common equity 11.6% 11.3% 12.7% 12.3% 12.5% 13.1% 12.8%
Total debt in capital structure* 62.2% 63.9% 62.2% 61.9% 64.1% 64.2% 65.2%
Cash flow/total debt (times)* 0.17 0.16 0.16 0.00 0.13 0.15 0.16
(Cash flow - divs.)/net capex 1.22 4.62 2.38 14.67 13.77 3.15 2.15
EBIT interest coverage (times) 2.53 2.25 2.46 2.32 2.35 2.32 2.29
Fixed-charges coverage (times) 2.26 1.99 2.17 2.03 2.15 2.10 2.08
Volume shipments (Mainline) (bcf) 1,144 1,044 n.a. 2,997 2,621 2,628 2,630
Volume shipments: Alberta Syst.(bcf) 2,070 1,979 n.a. 3,999 3,909 3,883 4,146
*Including joint venture non-recourse debt and portions of preferred securities/shares. n.a. = not available.  


 
 


THE COMPANY  
TCPL is a leading integrated energy services company in North America, involved in transmission of natural gas (consolidated delivery 
capacity of 12 billion cubic feet per day) and power generation (6700 megawatts). Its extensive network consists of 41,000 kilometres 
(or 25,600 miles) of pipelines. 
AUTHORIZED PRINCIPAL COMMERCIAL PAPER AMOUNT   Limited to $1.5 billion. 


Report Date:  September 8, 2006
Press Release:    September 8, 2006
Previous Report: August 30, 2005


Esther M. Mui /Michael R. Rao, CFA 
416-593-5577 x2295/x2241 


emui@dbrs.com
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RATING UPDATE (Continued from page 1.) 
GTN’s rate case application submitted in mid-2006 may 
partly mitigate re-contracting issues at GTN caused by recent 
shipper bankruptcies. The higher equity thickness approved 
in the past three years for all of TCPL’s Canadian pipelines 
to the 35% to 36% level (from 33%) is indicative of the 
regulatory authorities’ awareness of the rising competitive 
pressures in Canada. However, the allowed ROE of below 
9% approved for 2006 will affect short-term earnings and 
cash flow from the pipeline segment.  
For the un-regulated power segment, which carries higher 
risk but higher margins than pipelines, TCPL has focused on 
adding low risk, base load assets, or those supported by 
long-term contracts. The commodity price support and 
capital cost sharing arrangements negotiated with the Ontario 
Power Authority (OPA – rated AA (low) with a Stable trend) 
for Bruce Restart is a case in point, reducing much of the 
project risk. The $1.3 billion purchases in 2005 of the 
hydroelectric power assets in New England, and the 


Sheerness Power Purchase Arrangements also reflect this 
strategy. The pipelines and power acquisitions should 
supplement cash flow required to fund longer term projects, 
including the northern gas developments at Mackenzie Delta 
(Mackenzie – albeit delayed by regulatory and aboriginal 
issues), and Alaska expected by early to mid next decade. 
TCPL retains a potential 5% to 30% or more interest in 
Mackenzie, which would connect to its Alberta System, 
supplying much of the natural gas needed for growing 
Canadian oil sands production.   
TCPL’s biggest challenge is to manage its largest-ever 
capital program of up to $6.6 billion to 2010 (excluding 
Mackenzie and Alaska), without undue delays and cost 
overruns, or overleveraging its balance sheet. There are no 
major debt maturities during the growth period to 2010.   
Future international ventures should be supported by 
long-term contracts, as in the case of the Mexican pipeline 
project, to minimize the attendant political and other risks. 


RATING CONSIDERATIONS 
Strengths 
(1) The Company owns the largest integrated transmission 
system for natural gas in Canada, connecting the Western 
Canada Sedimentary Basin (WCSB) to the growing markets 
of eastern Canada, the northern region of the United States, 
and through the GTN purchase in 2004 (for US$1.7 billion)  
to California and Mexico. The Alberta System [NOVA Gas 
Transmission Ltd. (NGTL) – see separate report] dominates 
the Alberta market, shipping about two-thirds of the natural 
gas produced in the WCSB, or 17% of the production in 
North America. Over 50% of the shipments are exported to 
the United States. The Canadian Mainline, connecting with 
the Alberta System, is the predominant player in the export 
pipeline system to the key U.S. Midwest market.  
(2) TCPL has maintained financial flexibility and stable cash 
flow based mostly on its regulated transmission business. 
Pipelines will likely continue to represent about 75% of the 
Company’s earnings as in 2005. The Company’s focus on the 
core transmission system in North America, and the higher 
margin power sector in the past four years, has resulted in an 
improved financial profile. Debt-to-capital improved to 62% 
as of June 30, 2006, with cash flow-to-debt at 0.17 times 
(68% and 0.12 times, respectively, in 2001) and solid fixed 
charge coverage of 2.3 times.  
(3) Future prospects are underpinned by substantial growth 
projects to 2010 and beyond. Capital investments estimated 
at $6.6 billion to 2010 are expected to provide the much 
needed infrastructure to meet the growing energy 
requirements in North America and the expanding power 
market in Ontario. 
(4) There is sufficient supply of natural gas in western 
Canada to support current pipeline capacity based on the 
2005 estimates of the National Energy Board (NEB) of over 
ten-year reserve life at current production levels. Despite the 
recent softening of prices, longer-term increased demand for 
natural gas should generate incremental supply, raising the 
value of current pipeline capacity. Northern gas 
developments underpin longer-term supply prospects. The 
growing U.S. demand, driven by gas-fired electricity 
generation projects, the favourable commodity pricing 


environment, and growing oil sands developments have 
fuelled increased drilling activities in western Canada where 
the Alberta System dominates.  
 
Challenges  
(1) External financing required to support the numerous 
potential greenfield projects over the next four to five years 
(estimated cost of $6.6 billion) could pressure the balance 
sheet, given the time lag between capital deployment and 
cash flow generation. Execution risks in terms of project 
delays and cost overruns will need to be monitored in a 
highly competitive market for labour and materials. 
Long-term commitments from counterparties, such as, 
ConocoPhillips (rated A (low)) for Keystone and OPA’s 
capital sharing for Bruce Restart, should partly mitigate the 
project risks. 
(2) TCPL’s strategic moves outside the regulated area with a 
focus on Power expansions could have credit rating 
implications. The Power operation accounted for 25% of net 
earnings in 2005, compared with 18% in 2002, mainly 
through the Bruce Power purchase in 2003 and subsequent 
acquisition of the USGen New England, Inc. (USGen) and 
Sheerness power assets in 2005, as well as the current Bruce 
Restart. However, the Company has funded these 
acquisitions conservatively to-date and has used long-term 
contracts to mitigate risk, where attainable. 
(3) Significant pipeline de-contracting has occurred since 
1999. While TCPL’s cost of service arrangements with 
shippers eliminate throughput risk, tolls could be driven up, 
reducing its competitiveness. A shortage of gas deliverability 
in western Canada has contributed to de-contracting 
exacerbated by competition from Alliance/Vector Pipelines, 
which are supported by long-term contracts and competitive 
tolls. TCPL’s Mainline System virtually acts as a “swing 
pipeline”, but it is protected from throughput risk under the 
regulated tolling arrangements.  
(4) TCPL’s profit margins and coverage ratios, while 
acceptable due to cost control efforts to enhance 
performance, are constrained by the regulatory regime. The 
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higher deemed equity component (36% versus 33%) 
approved during the past three years for all its Canadian 
pipelines (35% for Alberta system) (see Regulation section) 
should help earnings, together with ongoing refinancing of 
longer term debt at lower interest rates. 
(5) Potential subordination of cash flows from equity 
investments exists. The Company is expected to make 
significant investments in the future in equity ventures, such 
as the Bruce Restart, and potentially in projects where there  


will be project debt used in financing (not expected in the 
case of Bruce Restart and Keystone). To the extent that this 
occurs significantly, it could impact the cash flow metrics of 
TCPL as monies will only flow to TCPL to the extent that 
dividends are paid as determined by all of the equity holders, 
or debt is serviced at the project entity. Currently reported 
equity earnings exceed distributions from these investments, 
but this issue is not considered significant enough to affect 
TCPL’s credit metrics. 
 


 


PROPOSED PROJECTS 
Major Capital Projects Capacity Project Cost Completion Comments
($ millions)
Tamazunchale pipeline project, Mexico USD 170 mmcfd 181 Dec. 2006 26-year contract with Pemex. 
Bruce Restart ($47.9% interest in A) CAD 1,500 MW 2,130 late 2009 Long-term contract with OPA with price support and capital cost sharing.
Keystone crude pipeline project * CAD 435 kbd 2,100 2009/2010 About 80% of capacity covered by long-term commmitments.
North Baja Pipeline LLC - expansion USD up to 2.2 bcf 290
Edson Natural Gas Storage CAD 50 bcf 200 late 2006
Becancour, Québec CAD** 90 MW 0 2006 ] Covered by long-term contracts
Cartier Wind Energy Inc. (50% interest), first 2 phases CAD** 740 MW 370 2006/2007 ]
Gros Cacouna, Québec LNG facility CAD 500 mmcfd 660 2010 ] To negotiate long-term contracts covering capacity
Broadwater Energy LNG regas faciltiy USD 1 bcfd 700 2010 ]


6,638
Potential Projects
Mackenzie Delta pipeline 1.2 bcfd TBD 2010/2011
Alaska pipeline 4.0 bcfd TBD TBD
*At ConocoPhillips's option to acquire 50% interest.  **DBRS estimate. 
 


• More than half of the proposed capital projects totalling 
$6.6 billion (equivalent) will require regulatory and other 
approvals, notably Keystone and the LNG projects. 


• Most of the new developments are supported by 
long-term contacts, or memorandum of understanding 
indicating interest in long-term commitments, providing 
stability of cash flow.  


• For instance, the restart of Bruce A Units 1 & 2 
(1,500 megawatts) is supported by long-term contracts 
with the OPA providing power price support and sharing 
of construction cost overruns (25%-75% depending on 
circumstances). A collateral benefit is OPA’s 
commitment to provide fixed price/floor price contracts 
respectively on the existing Bruce A and B operating 
units, previously mostly exposed to the spot market. 


REGULATION 
Canadian Mainline 
•   Regulated by the NEB on a cost-of-service basis, 


effectively eliminating short-term throughput risk.  
• Cost savings on operation, maintenance, and 


administration (OM&A) accrue to TCPL with all other 
elements, such as interest costs, flow through 100% to 
the shippers. 


• Reached a settlement with its Canadian shippers in 
February 2005 regarding 2005 tolls and providing 
opportunities for incentive earnings. 


 
2006 Tolls and Tariff Application Approved in March 2006: 
• 36% deemed common equity remains. 
• ROE of 8.88% for 2006 (9.46% in 2005). ROE based 


on annual adjustment mechanism tied to long-term 
government bond yields.  


• Rate base of $7.8 billion and net revenue requirement of 
$1.8 billion (down 5% from 2005). 


• Eastern zone toll effective January 1, 2006, of $0.945 per 
gigajoule (GJ) compared with interim tolls of $1.222/GJ. 


Alberta System (NGTL)  
• Regulated by the Alberta Energy and Utilities Board. 


Effective cost-of-service and distance-based protected 
from short-term throughput risk.  


• Cost savings similar to Mainline. 
• Reached agreement with shippers in March 2005 on 


revenue requirements for 2005-2007. 
 
GTN: 
• Subject to the U.S. Federal Energy Regulatory 


Commission (FERC) regulation of interstate pipelines. 
Regulated on complaint basis.  


• The rate design stemming from Order 636 issued in 
1992 assures gas pipelines full cost recovery, including 
ROE and income taxes over the capacity reservation 
component of rates. The foregoing applies to firm 
contracts, regardless of usage. 


• In June 2006, a new rate case application was submitted 
to amend that approved in 1995, requesting effectively 
a 70% increase in maximum full-haul unit rate to 
US$0.45/dekatherm: (1) 14.5% ROE versus 12.2% 
previously. (2) Deemed equity of 62.99% versus 47%. 
(3) Rate base of approximately US$868 million versus 
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US$952 million. (4) Throughput of 327,067 versus 
367,129 million dekatherm-miles.   


• Permitted to recover 96.4% of its fixed costs through 
reservation charges on long-term capacity with balance 
of the tariff based on the commodity charge on actual 
volumes transported. 


• GTN’s operating results are not significantly affected 
by variances in throughput. 


Significant Joint Venture Investments 
• U.S. pipelines are subject to FERC rulings.   
• Higher ROE (12% to 14%) and deemed equity (30% to 


40%) are allowed compared with the Canadian 
pipelines.  


 


EARNINGS 
Net Income Before Extras.* 
($ millions) 6  months 6  months Roling 12 mos.      For the year ended December 31
Transmission June 30, 2006 June 30, 2005 June 30, 2006 2005 % 2004 % 2003 % 2002 %
Alberta System 67 74 143 150 18% 150 19% 190 23% 214 27%
Canadian Mainline 120 149 254 283 34% 272 35% 290 35% 307 38%
B.C. System 3 3 6 6 1% 7 1% 6 1% 6 1%
Foothills 11 11 21 21 3% 22 3% 20 2% 17 2%
GTN 27 33 65 71 9% 14
Subtotal (wholly owned) 228 270 489 531 64% 465 60% 506 61% 544 68%
N.A. pipeline investments 38 43 92 97 12% 107 14% 116 14% 109 14%
Transmission 266 313 581 628 75% 572 73% 622 76% 653 82%
Bruce Power ** 69 28 169 129 15% 86 11% 0
Other 105 45 136 75 9% 123 16% 201 24% 146 18%
Energy** 174 73 305 204 25% 209 27% 201 24% 146 18%
Subtotal 440 386 886 832 100% 781 100% 823 100% 799 100%
Corp. & unallocated 21 22 90 91 56 8 (27)
Net Income Bef. Extras.* 461 408 976 923 837 831 772
Extraordinary items 64 62 372 370 194 30 33
Net income - continued oper.* 525 470 1,348 1,293 1,031 861 805
Net income - discont. oper.* 28 0 28 0 52 50 0
Preferred dividends (36) (38) (82) (84) (53) (60) (58)
Reported net income* 517 432 1,294 1,209 1,030 851 747
Throughput Volumes
Canadian Mainline (bcf/d) 8.2 7.2 7.2 6.1
Alberta System 11.1 10.8 10.6 11.4
 *Before preferred dividends, and net income as estimated by DBRS.  **Previously designated as Power, which now also includes natural gas storage 
   and LNG businesses.


 


 
Six months ended June 30, 2006 (H1 2006): 
 Higher earnings before extraordinary items of $461 million 
(+13%) attributable to significantly higher earnings from 
Energy (+138%) across the board more than offset lower 
earnings (-16%) from Mainline, Alberta and GTN as a result 
of lower ROE on a declining rate base for the former two 
with GTN affected by lower volumes. 
• As a result, Energy (mainly Power) contributed 40% to 


net earnings versus 19% in H1 2005. Bruce Power is a 
key contributor primarily due to higher volumes from 
fewer outages together with higher margins from the 
western and eastern operations and recent acquisitions.  


• These factors coupled with higher earnings from natural 
gas storage (Cross Alta) more than compensated for the 
loss of earnings from the sale of the TransCanada Power 
LP (Power LP) in Q3 2005. 


• Reported net income included $33 million from reduced 
tax rates, $18 million from a bankruptcy settlement at 
GTN and a $13 million after-tax gain on the sale of the 
Company’s general partnership interest in Northern  
Border Partners LP.  


 
2005:  
Net earnings were up 10% primarily enhanced by the full-
year impact of the acquisition of GTN in late 2004 and strong 


operating results at Bruce Power partly offset by higher 
expenses and income taxes at the Energy segment. 
• Extraordinary items included gain on sale of the Power 


LP and the Indonesian pipeline assets totalling 
$308 million after tax. 


 
Outlook 
DBRS expects continued stable earnings underpinned by the 
regulated pipelines, which should remain the key contributor 
to earnings, as well as long-term government contracts with 
power price support secured for all Bruce Power units in 
October 2005.   
• Near- to medium-term prospects are supported largely by 


Bruce Power and two recent power purchases,   the 
imminent start-up of Becancour and the first two phased 
developments of the Cartier Wind project, all under 
long-term contracts.  


• Earnings from these assets should offset lower pipeline 
earnings caused by lower ROEs on declining rate bases 
and reduced contracted volumes at GTN due to customer 
bankruptcies. 


• Keystone, northern pipeline developments and potential 
new Bruce Power units, among others, will drive longer 
term prospects, supported by long-term commitments. 
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FINANCIAL PROFILE  
(Excludes discontinued operations) 6  months 6  months Roling 12 mos.    For the year ended December 31
($ millions) June 30, 2006 June 30, 2005 June 30, 2006 2005 2004 2003 2002
EBITDA 1,634 1,483 3,198 3,047 2,926 2,952 2,987
Net income before extraordinary items 461 408 976 923 837 831 772
Depreciation, depl., & amortization 523 505 1,035 1,017 945 914 848
Deferred income taxes (4) 26 30 60 77 230 247
Other 103 39 26 (38) (274) (165) (40)
Operating Cash Flow 1,083 978 2,067 1,962 1,585 1,810 1,827
Capital expenditures – continued oper. (630) (243) (1,141) (754) (476) (391) (599)
Dividends paid (305) (289) (676) (660) (623) (588) (546)
Gross Free Cash Flow (Bef. Work. Cap.) 148 446 250 548 486 831 682
Changes in non-cash work. cap. items (93) (263) 121 (49) 34 112 33
Gross Free Cash Flow 55 183 371 499 520 943 715
Business acquisitions, net of cash (358) (632) (1,043) (1,317) (1,516) (570) (228)
Divestitures 23 102 592 671 410 0 0
Other (16) 50 (2) 64 (24) (190) (115)
Net Free Cash Flow (296) (297) (82) (83) (610) 183 372
Inc. (dec.) in debt and equiv. 452 368 144 60 344 113 (568)
Inc. (dec.) in partnership units 0 0 0 0 88 0 0
Inc. (dec.) in pref. sec./pref. shares/sub. debt (36) (38) 2 0 0 (218) 0
Inc. (dec.) in common shares 13 29 28 44 32 65 50
Change in Cash – Continued Oper. 133 62 92 21 (146) 143 (146)


Capital expenditures – discont. oper. 0 0 0 0 0 0 0
Cash flow from discontinued operation (28) 0 (28) 0 (6) (17) 59
Change in Cash – Discontinued Oper. (28) 0 (28) 0 (6) (17) 59
Change in Cash For The Group 105 62 64 21 (152) 126 (87)


Total debt & equivalents 12,976 12,604 12,976 12,438 12,458 11,738 11,719
Total debt in capital structure 62.2% 63.9% 62.2% 61.9% 64.1% 64.2% 65.2%
Cash flow/total debt (times) 0.17 0.16 0.16 0.00 0.13 0.15 0.16
Fixed-charges coverage ratio 2.26 1.99 2.17 2.03 2.15 2.10 2.08


 


 
Positive gross free cash flow has been generated from the 
Company’s core pipeline business, which is stable and 
regulated, supplemented by Power to fund capex, dividends 
and minor purchases.  
• The purchase of GTN in November 2004 required partial 


debt funding augmented by proceeds from the sale of 
non-core assets in the past two years, including the 
remaining Indonesian assets. 


• Balance sheet leverage has since been reduced, despite 
the Sheerness and US Gen power asset purchases in 
2005 ($1.3 billion). Debt-to-capital at 62% as of June 30, 
2006, is in line with the higher 36% deemed equity 
thickness approved for all of its Canadian pipelines with 
adequate cash flow/debt support.  


Outlook 
• DBRS expects the Company’s financial metrics to 


remain stable and close to current levels, despite the 
substantial development projects in progress. Internally 
generated cash flow should be sufficient to cover 
dividends of over $600 million and annual capex 
estimated at the $1.5 billion level, near term.  


• Large scale projects, including Keystone, Bruce Restart 
and northern gas developments, will provide the key 
impetus for longer term growth. Regarding Bruce Restart 
with the OPA commitments, TCPL should be able to 
withstand modest cost overruns, lower-than-historical 
plant availability and two-to-three year delays without 
materially affecting its financial profile. 
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DEBT MATURITIES  
(December 31, 2005)    
(1) TCPL’s $1.5 billion commercial paper program is 
supported by $1.5 billion in credit facilities (no usage): 
• $1.5 billion committed five-year facility to 2010, 


extendible on an annual basis.  
• $500 million 364-day, renewable in December 2006 


with a two-year term out. 
• No material adverse change or rating trigger clause is in 


the loan agreement. 


(2) Filed a Medium-Term Notes shelf for Cdn$1.5 billion 
and a base shelf for US$1.0 billion in December 2004, 
providing flexibility in future financing. 


(3) Non-recourse debt of $862 million in joint ventures.  
(4) Maximum guarantee obligations of $454 million. 
 
• Debt maturities are well spread out during the heavy 


capital spending years to 2010. The Company has 
sufficient financial flexibility to access the capital 
markets for refinancing and growth capital, if required. 


Debt Maturities (as of December 31, 2005):
($ millions) 2006 2007 2008 2009 2010 Beyond Total
Long-term debt 393 604 547 742 416 8,750 11,036
% of long-term debt 3.6% 5.5% 5.0% 6.7% 3.8% 79.3% 100.0%


Non-recourse debt (joint venture) 68 29 69 98 668 937
% of long-term debt 7.3% 3.1% 7.4% 10.5% 71.3% 100.0%  
 
 
HOLDING COMPANY STRUCTURE 


100%


Main Debt Issuer


100% 100% 100%


GTN Debt Issuer 
before merger


100%


100%


TransCanada
Corporation


TransCanada PipeLines Limited
Canadian Mainline


B.C. System


NGTL
Alberta System


TransCanada OSP
Holdings Ltd.


Foothills Pipe Lines
Foothills System


TransCanada PipeLine
USA Ltd.


TransQuébec and 
Maritime Pipeline Inc.


TransCanada
Energy Ltd.


50%


Common
Shareholders


Bruce Power
(A -47.9%
  B -31.6%)


32%


 
 


• All new debt and equity issuance for the group is 
conducted through TCPL as was previously. Less than 
wholly owned subsidiaries, such as TransQuébec & 
Maritime Pipeline Inc. continue to fund their own 
capex and expansion projects. Bruce Power’s funding 
requirements are met be its partners, including TCPL. 
GTN’s refinancing was recently completed in its own 
name. 


• There is potential increasing structural subordination 
issue on cash flow from equity investments, should 
TCPL significantly expand its portfolio, such as with 


the Bruce Restart, and other joint venture investments, 
where project debt is used in financing.  In this regard, 
TCPL’s cash flow metrics could be affected as it only 
has access to cash flow through dividend distributions 
as determined by all equity holders, and after the 
project debt is serviced.  


• Bruce Restart’s capital investment of approximately 
$2.1 billion to 2009 is expected to be mostly funded 
through TCPL’s cash flow as well as distributions from 
the existing Bruce operation. Any remaining 
requirements should also be funded through TCPL. 
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SEGMENT ANALYSIS 
      Return on


Net Income Before Extras. (NIBE) Capex (2)       Average Book Assets 
2005 % 2004 % 2005 % 2004 % 2005 2004 2003


(Cdn$ millions)
Alberta System 150 18% 150 19% 75 10% 87 18% 3% 3% 4%
Canadian Mainline 283 34% 272 35% 49 6% 43 9% 4% 3% 3%
B.C. System (2) 6 1% 7 1% 0 0% 1 0% n.a. n.a. n.a.
Foothills 21 3% 22 3% 0 0% 1 0% 3% 3% 5%
GTN 71 9% 14 2% 0 0% 0 0% 4% 1% n.a.
N.A. pipeline invest. (1) (2) 97 12% 107 14% 6 1% 55 12% 4% 5% 5%
Total transmission NIBE 628 75% 572 73% 130 17% 187 40% 4% 3% 4%
Bruce Power (3) 129 15% 86 11% 345 46% 285 51% 11%
Other 75 9% 123 16% 280 37% 4%
Energy (4) 204 25% 209 27% 625 83% 285 51% 9% 16% 16%
Total oper. income 832 100% 781 100%
Corporate & unallocated 91 56
Total NIBE 923 100% 725 100% 754 100% 472 100%
(1) Excluding discontinued operations and before dividends on preferreds. (2) DBRS estimates for 2005. 
(3) Capital lease proportionally consolidated based on 31.1% in Bruce B and 47.7% in Bruce A effective Oct. 31, 2005.  
(4) Equivalent to previous Power segment.  n.a. = not available.
 
 


Outlook
Transmission should remain the predominant segment 
contributing about three-quarters of earnings, given the 
development projects in progress.  
• Power and other infrastructure assets will likely 


command a bigger share of capex in aggregate than 
pipelines, in view of the Bruce Restart, storage, and 
Beaucour and Cartier Wind projects currently underway. 


• Power is expected to generate higher returns than the 
regulated transmission business. Return in terms of net 
income to average book assets estimated at 9% for 
energy and 4% for pipelines is for indicative purposes 
only, noting Bruce Power was proportionally 
consolidated only from October 31, 2005, and previously 
accounted for at an equity basis.  


DESCRIPTION OF OPERATIONS 


Dec. 31, 2005 2005
% LT Loans** Allowed ROE


Ownership Kilometres* ($ millions) Description 2006 2005 Regulation
Canadian Mainline 100.0% 14,900 4,233 Alberta to E. Canada and U.S. 8.88% 9.46% AEUB reg'd, incentive agreement
Alberta System 100.0% 22,700 2,258 Mainline and laterals in Alberta 8.93% 9.50% NEB reg'd, incentive agreement
B.C. System***  100.0% 200 Alb.-B.C. to B.C.-U.S. borders 8.88% 9.03% NEB regul., cost-of-service basis
GTN 100.0% 2,174 466 Near Kingsgate, British Columbia-Idaho 35% 12.2% 12.2% U.S. FERC, 95% capacity covered by 


border to near Malin, Oregon-California long-term contracts, ten years average
life. Transports 2.9 bcf/d


North Baja Pipeline 100.0% 128 Near Ehrenberg, Arizona to near Ogilby, (in service since 1992)
California on California-Mexico border


Foothills  (Alb.-Sask.)*** 100.0% 1,040 400 Caroline, Alta. to B.C.-U.S. border 8.88% NEB reg'd, cost-of-service basis
Foothills  (Alb.-B.C.)*** 100.0% 0 Caroline, Alta. to Sask.-U.S. border 8.88% NEB reg'd, cost-of-service basis
Total 100% Subs. 41,142 7,357
Great Lakes Gas Transm. 50.0% 3,387 268 Emerson, Man. to Dawn, Ont. 13.25% U.S.-FERC approv. settlem't to 10/05
Iroquois Gas Transm. 44.5% 663 221 E. Ontario to Long Island, N.Y. 12.38% U.S.-FERC approv. settlem't to 01/04
Ventures LP 100.0% 148 Feeder pipeline to oil sands region n/a n/a
Trans Québec & Maritimes 50.0% 572 167 Ont.-Qué. to Qué.-N.H. borders 9.90% NEB reg'd on cost-of-service basis
Northern Border* (1) 4.0% 2,010 1,404 Sask. through Iowa to Chicago, Ill. 12.00% U.S.-FERC approv. settlem't to 02/06
Tuscarora+ & Other 7.6%+ 68 Malin, Oregon to Reno, Nevada 13.00% U.S.-FERC  on ten-yr. contractual tolls
Portland Natural Gas Tran. 61.7% 471  Pittsburg, N.H. to Portland, Maine 14.00% U.S.-FERC recourse rate agreement
Bruce Power 254
Joint Venture Affiliates* 5,241 978
TCPL 2,589
Total 46,383 10,924
* Excluded from total kilometres.
**Debt allocation for holding company and 100%-owned subsidiaries for indicative purposes as holding company funds all financing requirements. 
    Affiliate debt total includes Portland Natural Gas Transmission loans only. ***Deemed equity increased to 36% from 30% for 2006.
(1) Indirect 50% ownership interest in General partnership through TC PipeLines, LP.    n/a = not applicable.


36%
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35%
36%


44%


36%


TransCanada PipeLines Limited 


30%
30%
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35%


35%
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I. Gas Transmission – Pipelines 
 
 


(1) Gas Transmission [75% of 2005 of net income before 
extraordinary items and Corporate (NIBE), 17% of capex 
(40% in 2004)].  
• One of the largest pipeline companies in North America 


with 41,000 kilometres (25,600 miles) of natural gas 
pipeline provided through four main wholly owned 
systems.  


• Extensive experience in operating large diameter, cold 
weather pipelines with a track record of completing large 
pipeline projects within budget.   


 
Major Pipeline Systems: 
Alberta System (18% of NIBE):   
• Dominates the intra-Alberta market, and gathers natural 


gas for use within the province and delivers gas to 
connecting systems at Alberta’s border for export to 
eastern Canada and the United States (see separate 
NOVA Gas Transmission Ltd. report).  


 
Canadian Mainline (34% of NIBE):   
• Dominates the Canadian export pipeline system together 


with Northern Border. 
• Extends from the Alberta/Saskatchewan border, 


connecting with the Alberta System, east to the  
Québec/Vermont border, and connecting with other 
natural gas pipelines in Canada and the United States 


 


GTN (9% of 2005 NIBE):  
A 2,174 kilometre (1,350 mile), 2.9 bcf/d capacity mainline 
pipeline system, one of the largest transporters of WCSB 
natural gas into the United States, from the British Columbia-
Idaho border, to the Oregon-California border serving 
markets in the U.S. Pacific Northwest, Nevada, and 
California.  
• Contracts: Approximately 88% of capacity covered by 


long-term contracts with an average life of ten years. 
Common set of customers to TCPL’s B.C. System. 


 
North Baja Pipeline System (Baja):  
The natural gas transported comes primarily from the 
southwestern United States to markets in northern Baja, 
California, and Mexico, in service since September 2002. 
• 100% of capacity of 0.5 bcf/d covered by 20-year 


contracts. Connects to Sempra Energy’s Mexican 
pipeline. Sempra’s affiliated companies are major long-
term customers.   


 (2) Joint Ventures in Pipeline Projects (12% of 2005 NIBE):  
See above table for details. Interest held through TCPL. A 
portion of its interest in TC Pipelines, LP was sold in 
Q1 2005. 
• Subject to regulation by either federal or provincial/state 


regulators.  
 


 
II. Power – Nominal Generating Capacity in MW 


Nominal  Generating Capacity in Megawatts (MW)
Eastern Operations  Dec. 31, 2005 Dec. 31, 2004 Dec. 31, 2003* Fuel Type
 Ocean State 560 560 560 Natural gas
 Curtis Palmer (sold in April 2004) 0 0 60 Hydro
 Becancour (under construction) 550 550 550 Natural gas
 Cartier Wind (under construction) 458 458 Wind 
 TC Hydro (previously USGen acquired in April 2005) 567 518 Hydro
 Grandview (20-year contract with Irving) 90 Natural gas


2,225 2,086 1,170
Western Operations
Sheerness 756 Coal 
 Sundance "A" -  PPA (acquired in Aug. 2001) 560 560 560 Coal 
 Sundance "B" -  PPA (50%-acquired in Dec. 2001) 353 353 353 Coal 
 ManChief (sold in April 2004) 0 0 300 Natural gas
 MacKay River 165 165 165 Natural gas
 Carseland 80 80 80 Natural gas
 Bear Creek 80 80 80 Natural gas
 Redwater 40 40 40 Natural gas
 Cancarb Power Plant 27 27 27 Natural gas


2,061 1,305 1,605
Bruce Power L.P.* (31.6%/47.9% interest in B/A, acq. in Feb. 2003)
Bruce A 2,450 1,000 1,000 Nuclear


Gas/waste heat/ ]
Power LP (30.6% -sold in 2005) 0 228 328 Wood waste ]
Total Nominal Generating Capacity 6,736 4,619 4,103
*Updated capacity on restart of two units.
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Energy 
25% of NIBE, estimated 83% capex in 2005 (51% in 2004):  
Previously designated as Power, which now also includes 
natural gas storage and LNG. 
 
Power 15% of NIBE, estimated 46% capex in 2005 (51% in 
2004):   
Largest supplier of power in Alberta, and provider for 20% of 
the Ontario market through Bruce Power. 
• Focus on low-cost base load co-generation, using excess 


heat captured from natural gas-fired electricity 
production to generate a second source of energy.  


• The bulk of capacity is covered by long-term fixed price 
supply contracts, including Bruce Power, following the 
OPA arrangements in 2005, covering all unit output.  


• Involved in construction, ownership, operation, and 
management of power plants and marketing of electricity 
in western and eastern Canada, and the northeastern 
United States.  


• Operates or manages 19 power plants, with Becancour 
under construction with completion expected in 2006.   


• Acquired power generating assets from USGen in April 
2005 for purchase price of US$505 million with benefit 
of storage and peaking capacity, and at year-end the 
Sheerness Power Purchase Arrangements similar to 
Sundance A and B.  


 
Major developments:  
I.a. Keystone crude pipeline project: Preliminary proposal to 
construct  a US$2.1 billion, 3,000-kilometre crude oil 
pipeline to transport approximately 435,000 b/d of heavy 
crude oil from Hardisty, Alberta, to Wood River/Pakota, 
Illinois, including the conversion of 860 kilometre (530 
miles) of one of the lines in TCPL’s gas pipeline systems 
for oil transportation. 
• Close to 80% contracted long-term, including 


commitments by ConocoPhillips with an option to 
obtain a 50% interest in the pipeline. 


b. Tamazunchale pipeline project – Mexico:  
US$181 million contract with the Comision Federal de 
Electricdad (CFE) to construct, own, and operate a 36 inch, 
125 kilometre pipeline in east central Mexico: 
To transport initially 170 mmcf/d of gas with in-service in 
December 2006  under a 26-year contract from Pemex 
facilities near Naranjos, Veracruz, to CFE power plants near 
Tamazunchale, San Luis Potosi. 
c. Mackenzie Delta pipeline project:  
• Reached agreement with the Mackenzie Delta 


Producers and Aboriginal Pipeline Group to become a 
full participant of the proposed Mackenzie Delta 
project.  


• TCPL gained an option to acquire a 5% ownership 
interest in the proposed pipeline and first right of 
refusal to acquire 50% of equity disposed by producers 
and an one-third interest in any expansions. 


• To construct 1,220 kilometres of 30-inch pipeline to 
transport northern gas to the Canadian and U.S. 
markets, from Inuvik, Northwest Territories, to the 
northern border of Alberta to connect with the Alberta 
System.  


• Application filed October 7, 2004. Regulatory delays 
and aboriginal issues likely will delay the project with 
in-service being pushed to early in the next decade.  


• Economics of the project are under review by the 
sponsorship group spearheaded by Imperial Oil 
Limited.  


d. Alaska Pipeline project: Application under the Stranded 
Gas Development Act filed in June 2004, with in-service 
expected mid next decade.  
• The U.S. Senate approved US$18 billion in loan 


guarantees to support the project. 
 
II. Power projects:  
a. Agreement to build, own, and operate a $500 million, 
550 MW gas-fired plant in Becancour, Québec, in-service 
late 2006 supported by a long-term supply contract with 
Hydro-Québec.  
b.Cartier Wind Energy Inc. (50%-owned subsidiary) 
awarded six projects to build 740 MW of wind energy 
facilities in the Gaspe region of Québec for an estimated 
$1.1 billion between 2006 and 2012. Supported by long-
term supply contract with Hydro-Québec 
c. Bruce Restart (47.9% interest, $2.13 billion estimated 
cost): Restart of Bruce A Units 1 and 2 (1,500 MW). 
Supported by OPA long-term contracts, providing price 
support and capital costs sharing for overruns. OPA also 
commits to fixed price/floor price contracts on the existing 
Bruce A and B units, respectively. 
 
III. LNG: Prolonged approval process commenced to jointly 
pursue the following: 
• With Petro-Canada, an LNG facility in Gros Cacouna, 


Québec, northeast of Montréal. Proposed capacity: 
500 million cubic feet (mmcf/d) at an estimated cost of 
$660 million in-service in 2010. 


• Broadwater Energy LLC LNG project: With Shell US 
Gas & Power LLC, to develop an onshore LNG 
regasification terminal in Long Island Sound, New 
York State. Proposed capacity of one bcf/d at an 
estimated cost of at least US$700 billion, in-service in 
late 2010. 
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TransCanada PipeLines Limited
(Proportional Consolidation)


Balance Sheet 
($ millions) June 30  December 31  December 31 June 30  December 3  December 31
Assets 2006 2005 2004 Liabilities & Equity 2006 2005 2004
Cash & equivalents 314 212 187 Short-term debt 509 962 546
Accounts receivable 741 796 627 A/P & accrued liab. 1,476 1,716 1,429
Inventories 249 281 174 L.t.d. due in one year 449 434 849
Other 205 277 120 Current Liabilities 2,434 3,112 2,824
Unrealized trading gains 0 0 0 Long-term debt - recourse 10,411 9,640 9,713
Current assets of disc. ops. 0 0 0 Long-term debt - non-recourse 1,157 937 779
Current Assets 1,509 1,566 1,108 Jr. sub. debs (TOPrS) 0 0 19
Unrealized trading gains 0 0 0 Pref. securities (COPrS) 513 536 670
Long-term investments 74 400 840 Pref. shares 389 389 389
Property, plant & equip. 20,778 20,038 18,704 Def. inc. taxes 691 703 509
Other assets 2,205 2,109 1,477 Deferred liabilities 1,245 1,590 742


Common equity 7,726 7,206 6,484
Total            24,566 24,113 22,129 Total 24,566 24,113 22,129


Balance Sheet & 6  months 6  months Roling 12 mos.          For the year ended December 31
Liquidity Ratios (1) June 30, 2006 June 30, 2005 June 30, 2006 2005 2004 2003 2002 2001
Current ratio 0.62 0.50 0.62 0.50 0.39 0.52 0.56 0.60
Total debt in capital structure* 62.2% 63.9% 62.2% 61.9% 64.1% 64.2% 65.2% 67.5%
Net debt in capital structure* 61.7% 62.7% 61.7% 61.5% 63.7% 63.5% 64.8% 66.9%
Common equity in capital structure 35.6% 33.7% 35.6% 35.8% 33.3% 33.0% 32.0% 29.8%
Deemed equity: Mainline 36.0% 36.0% 36.0% 36.0% 36.0% 33.0% 33.0% 30.0%
Cash flow/total debt* (times) 0.17 0.16 0.16 0.00 0.13 0.15 0.16 0.12
(Cash flow-divs.)/net capex (2) 1.22 4.62 2.38 14.67 13.77 3.15 2.15 2.28
Common dividend payout (bef. extras.) 71.7% 78.1% 75.6% 78.7% 79.5% 67.4% 67.1% 65.0%


Coverage Ratios (3)
EBIT interest coverage (times) 2.53 2.25 2.46 2.32 2.35 2.32 2.29 2.14
EBITDA interest coverage (times) 3.68 3.37 3.60 3.45 3.43 3.34 3.18 2.92
Fixed-charges coverage (times) 2.26 1.99 2.17 2.03 2.15 2.10 2.08 1.93
Profitability Ratios
Operating margin 31.0% 34.5% 31.6% 33.3% 38.8% 38.3% 41.5% 40.5%
Profit margin 12.9% 14.4% 12.1% 15.1% 16.4% 15.6% 15.0% 13.8%
Transmission profit margin 14.0% 16.1% 0.0% 15.3% 14.8% 16.0% 16.7% 15.1%
Power profit margin 10.7% 8.4% 12.7% 10.4% 17.6% 14.7% 11.3% 12.0%


Return on common equity (bef. extras.) 11.6% 11.3% 12.7% 12.3% 12.5% 13.1% 12.8% 24.2%
Allowed ROE - Mainline                                                         8.88% 9.46%                           n.a.                   9.46%            9.56%               9.79%           9.53%                9.61%
Return on capital 7.4% 7.2% 7.8% 7.7% 7.5% 7.7% 7.5% 14.5%


Segmented Earnings ($ millions)
Transmission 273 320 588 635 579 633 653 585
Power 174 73 305 204 209 201 146 168
Gas marketing n/a n/a 0% n/a n/a n/a n/a n/a
Corporate and other 14 15 83 84 49 (3) (27) (28)
Net income before extras. (bef. pfd.) 461 408 976 923 837 831 772 725
Reported earnings (bef. pfd.; incl. disc. ops.) 553 470 1,376 1,293 1,083 911 805 653
Cash Flow
Cash flow from operations 1,083 978 2,067 1,962 1,585 1,810 1,827 1,497
Dividends and pref. sec. charges (305) (289) (676) (660) (623) (588) (546) (517)
Capital expenditures (630) (243) (1,141) (754) (476) (391) (599) (440)
Acquisitions, net (358) (632) (1,043) (1,317) (1,516) (570) (228) (475)
Gross free cash flow (210) (186) (793) (769) (1,030) 261 454 65
Changes in working capital items (93) (263) 121 (49) 34 112 33 170
Disposals & other 7 152 590 735 386 (190) (115) 1,200
Net free cash flow (296) (297) (82) (83) (610) 183 372 1,435
Operating Statistics
Average rate base: Mainline ($ millions) 7,454 7,873 n.a. 7,807 8,196 8,565 8,884 9,255
Average rate base: Alberta System ($ millions) 4,305 4,534 n.a. 4,446 4,619 4,878 5,074 5,266
Km of pipeline: Mainline + Alberta System 0 37,600 37,600 37,600 37,400
Volume shipments: Mainline (bcf) 1,144 1,044 n.a. 2,997 2,621 2,628 2,630 2,450
Volume shipments: Alberta System (bcf) 2,070 1,979 n.a. 3,999 3,909 3,883 4,146 4,059
%  exports to U.S. (Mainline) 53% 53% 53% 53% 50%
(1) DBRS allocates debt and equity equivalents to preferreds and minority interest. (2) Capital expenditures excluding acquisitions and capitalized interest.
(3) Excl. AFUDC, capitalized interest, debt amortizations, and equity earnings. * Includes joint venture non-recourse debt and portions of preferred securities/shares.  
 n.a. = not available. 







 


 


 
 
 
 
 
 
 
 


TransCanada PipeLines Ltd. 
Corporate Ratings Report by Standard & Poor’s 


August 9, 2006 







 


 


 







 
Credit Rating:  
A-/Negative/— 
 


Primary Credit Analysts: 
Michelle Dathorne 
Toronto 
(1) 416-507-2563 
michelle_dathorne@ 
standardandpoors.com 
Secondary Credit Analysts: 
Jamie Koutsoukis 
Toronto 
(1) 416-507-2552 
jamie_koutsoukis@ 
standardandpoors.com 
 


RatingsDirect 
Publication Date 
Aug. 9, 2006 


CORPORATE RATINGS


TransCanada PipeLines Ltd. 
 


Rationale 
The ratings on Calgary, Alta.-based TransCanada PipeLines Ltd. reflect the consolidated business 
and financial profiles of its core subsidiaries and investments. These subsidiaries are mainly active in 
either gas pipeline or energy services, accounting for about 85% and 15%, respectively, of 
TransCanada’s operating income. 


TransCanada’s Canadian pipeline system is the largest in North America. The Alberta system 
transports more than 70% of western Canada’s natural gas production; about 60% of this moves 
through the Mainline system. TransCanada’s nonregulated businesses, which account for about 15% 
of the company’s cash flows, are focused on North American power generation (with 75% of year-
end 2005 assets located in Canada and 25% in the U.S.), as well as natural gas storage. 


TransCanada’s credit quality reflects: 
 The strong business position of the company’s natural gas pipeline system; 
 A well-established and transparent regulatory framework; and 
 The company’s consolidated financial profile, which benefits from the financial performance and 
modest financial profile of the power businesses. 


These strengths are offset by: 
 The higher risk profile of the company’s energy business; 
 The weak, albeit improving, financial profile of the regulated Canadian pipelines; and 
 Potential acquisitions and weakened financial flexibility as a result of the Bruce Power project in 
Ontario. 


The credit profiles of the pipeline and the energy generation businesses are currently about equivalent, 
notwithstanding the much larger size of the pipeline business. With the riskier power business having 
a better financial profile and the more stable pipeline business having a comparatively weaker 
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financial profile, the balancing of consolidated business risk with an offsetting consolidated financial profile 
remains fundamental to the ratings on TransCanada. 


TransCanada’s business profile reflects the market dominance of its wholly owned pipeline systems, its 
investments in several large North American natural gas pipelines, and its growing energy business. Recently 
acquired pipelines in Canada and the U.S., notably the 2004 acquisition of the Gas Transmission Northwest 
pipeline, also position TransCanada to participate in the development of frontier and unconventional gas 
reserves in Alaska, the Northwest Territories, and western Canada. In addition, TransCanada’s proposed 
Keystone crude oil pipeline should allow the company to benefit from the accelerated development of Alberta’s 
long-lived oil sands resources. The Canadian natural gas pipelines business position has been increasingly 
challenged by the decreasing tenor of volumes covered by fixed-term contracts, accelerating decline curves, 
uncertainty regarding reserve development, and increased competition from other systems, including Alliance 
Pipeline L.P. and Vector Pipeline L.P. Nevertheless, because of the company’s size, diversity, and the 
development profile of its service areas, Standard & Poor’s Ratings Services expects TransCanada’s 
competitive advantage as the largest Canadian incumbent natural gas transportation system should keep its 
business profile relatively unchanged in the near term. 


TransCanada’s credit profile is heavily influenced by its regulated Canadian pipelines, which account for 
about 70%-75% of the company’s operating cash flows. Standard & Poor’s views the principal components of 
the National Energy Board (NEB) and the Alberta Energy and Utilities Board (AEUB) pipeline regulation, 
specifically the provisions for substantial operating and financing cost recovery and the absence of meaningful 
near-term volume risk, as very supportive of credit quality. Recent decisions by federal and provincial 
regulators, which raised the deemed equity layers on the Mainline, Alberta, B.C., and Foothills pipelines, 
should bolster TransCanada’s consolidated capital structure. These decisions increased the deemed equity 
layers of the Mainline, B.C., and Foothills pipelines to 36%. In addition, NOVA Gas Transmission Ltd.’s 
(A-/Negative/—) allowed returns and 35% deemed equity layer are now largely consistent with those on the 
federally regulated Mainline, following the AEUB’s generic cost of capital decision. 


Although the regulatory framework governing the majority of TransCanada’s assets enhances the pipelines’ 
low business risk profile, the financial profile associated with the NEB- and AEUB-allowed rates of ROE is 
significantly weaker than profiles of similarly rated pipelines outside Canada. The Canadian regulated 
pipelines’ realized returns generate financial measures below those of similarly rated peers in Standard & 
Poor’s universe. Given its proportional representation within the company’s business profile, the pipelines’ 
financial performance has a significant negative effect on TransCanada’s consolidated cash flow protection 
measures. 


TransCanada’s nonregulated businesses introduce commodity-price volatility and greater operating risks to 
TransCanada’s business profile. The company offsets some of these risks through active hedging policies and 
long-term forward power sales. Excluding the nuclear capacity from Bruce Power, operating risks associated 
with the portfolio of power assets are also tempered by the diversification of plant configuration and individual 
plant size. Furthermore, the segment’s financial performance bolsters TransCanada’s consolidated financial 
measures. 


The incremental nuclear capacity of the commercial agreement with the Ontario Power Authority (OPA) 
regarding the restart of two dormant units at the Bruce Power nuclear facility will have little effect on the 
composition of the company’s overall business risk profile; and the terms of Bruce Power’s contractual 
agreement with the OPA serve to lessen the business risks previously attributed to Bruce Power. Specifically, 
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the C$58.63 per megawatt-hour (MWh) price guarantee for Bruce A’s power output, and C$45.99 per MWh 
price floor for power output from Bruce B, serve to strengthen Bruce Power’s operating profile. 


TransCanada’s small natural gas storage business, which accounted for about 14% of the energy segment’s 
year-to-date operating income and less than 2% of the company’s consolidated cash flow at June 30, 2006, 
provides a degree of vertical integration with the company’s natural gas pipeline business. Although revenues 
and cash flows can be volatile, this business segment benefits from the seasonal fluctuation of natural gas 
prices. 


The recent improvements to TransCanada’s consolidated financial profile are largely due to deleveraging at 
the corporate level and the cash flows generated by the company’s expanding nonregulated activities. Although 
allowed returns on the regulated Canadian pipelines remain low, TransCanada’s consolidated leverage benefits 
from the higher equity components on both the Mainline and NOVA Gas pipelines. Further improvements to 
TransCanada’s financial performance will likely come from the company’s nonregulated businesses and 
expanding North American pipeline network. Conversely, the sizable capital requirements associated with the 
Bruce Power restart project will temper further improvements in the company’s financial metrics. With the 
completion of the acquisitions and dispositions initiated in 2004 and 2005, and the incremental cash flow 
contribution from recently acquired assets, the company’s year-end 2005 cash flow protection measures, 
especially its funds from operations (FFO)-to-total debt and FFO interest coverage ratios, improved from year-
end 2004 levels. In the absence of any material near-term capital spending increases, TransCanada’s FFO-to-
total debt and FFO interest coverage ratios should remain at or above 16% and 3.0x, respectively. 


As acquisitions will likely continue to be part of the company’s near- to medium-term growth strategy, future 
pipeline and power acquisitions could put additional strain on TransCanada’s balance sheet. Based on current 
and forecast operating cash flows, TransCanada should generate sufficient cash flows to meet the incremental 
spending requirements associated with the recently finalized Bruce Power restart project. Nevertheless, there 
will be limited free operating cash flow to fund other growth initiatives from 2006 to 2008. The forecast capital 
expenditures associated with Bruce Power represent a significant undertaking for TransCanada, and although 
TransCanada’s annual operating cash flows should be sufficient to meet its existing capital spending 
obligations, any material cost overruns could compromise the company’s financial risk profile. 


Liquidity 
Standard & Poor’s finds TransCanada’s liquidity to be adequate, given the company’s forecast operating cash 
flows, which should be sufficient to meet its elevated near- to medium-term capital spending and dividend 
requirements. Given the reduction in forecast free cash flows, and assuming no material increase in forecast 
capital spending above that announced, Standard & Poor’s expects the company’s total debt levels to remain 
relatively unchanged, with near-term debt maturities being refinanced. TransCanada also maintains significant 
access to both bank and public debt markets through committed bank facilities and existing shelf registrations. 
The company’s C$1.5 billion in committed bank facilities remains fully available. There are neither material 
adverse clauses nor ratings triggers associated with these credit facilities. In addition, TransCanada renewed its 
U.S. and Canadian MTN shelf registrations for US$1.0 billion and C$1.5 billion, respectively, in December 
2004, with US$500 million and C$900 million, respectively, remaining available at June 30, 2006. 


Outlook 
The negative outlook reflects Standard & Poor’s concerns regarding the absence of meaningful excess liquidity 
and reduced financial cushion during the initial years of the Bruce Power restart project. Based on current 
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capital spending forecasts, near-term cash flows should be sufficient to meet TransCanada’s committed capital 
spending requirements. Nevertheless, there is no room at the current rating level for any material debt financing 
of any capital project that does not have an immediate earnings or cash flow increment. TransCanada’s liquidity 
and financial flexibility will be somewhat strained from 2006 to 2008. To keep the current ratings, Standard & 
Poor’s expects TransCanada to maintain its financial metrics at 2005 levels as it proceeds with its pipeline and 
power development projects. If TransCanada’s near-term capital spending is adequately met with internal 
capital resources, and its financial profile does not deteriorate, the outlook will be revised to stable. 
Alternatively, if TransCanada’s cash flow protection measures deteriorate to pre-2004 levels, with no perceived 
opportunity for improvement, the ratings will be lowered. 
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Project Controls Level Validation Guide 
Summary 


TransCanada’s Project Management Office (PMO) processes cover all aspects of project 
governance, planning and control, are adaptable to all types of project and are scaleable 
to accommodate projects of varying size, complexity and risk profile.  To facilitate this 
scaleable approach, three levels (Levels 1, 2, 3) of project management control have been 
established for use in conjunction with TransCanada’s PMO Guides.   


The “PMO Project Controls Level Validation Guide” provides a risk-based approach for 
determining the appropriate level of project control for each project management 
knowledge area for a given project or sub-project.  The guide also provides a framework 
for changing the control level defined for any project management knowledge area based 
on a project-specific risk assessment. 


Three levels of project control are identified: 


• Level 1 (L1) project control - Light controls 
• Level 2 (L2) project control - Moderate controls 
• Level 3 (L3) project control - Comprehensive controls 


Control levels would be put in place on each project management knowledge area for 
each sub-project or component of the Project to ensure that an appropriate level of effort 
is expended on controlling the work.   


TransCanada 
November 30, 2007 
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Alaska Pipeline Project
Economic Viability - Base Case


Nominal U$ Millions


1 2 3 4 5 6 7 8 9 10 11 12
2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029


CPI 2.50% 2.56% 2.61% 2.66% 2.72% 2.78% 2.84% 2.90% 2.96% 3.03% 3.09% 3.16%
Inflation index 1.26              1.29           1.32           1.36       1.39          1.43       1.47       1.52       1.56       1.61       1.66       1.71       
Volume MMCf/d 4,500            4,500         4,500         4,500     4,500        4,500     4,500     4,500     4,500     4,500     4,500     4,500     
Heat rate 1.118
Volume 000 MMBtu/d 5,031            5,031         5,031         5,031     5,031        5,031     5,031     5,031     5,031     5,031     5,031     5,031     


Henry Hub Spot Price (in nominal$/mmBtu) $/MMBtu 7.59              7.70           8.03           8.24       8.67          9.11       9.63       9.90       10.23     10.69     11.26     11.78     
AECO Basis $/MMBtu (0.75)             (0.75)          (0.75)          (0.75)      (0.75)        (0.75)      (0.75)      (0.75)      (0.75)      (0.75)      (0.75)      (0.75)      
Price at NIT in Alberta $/MMBtu 6.84              6.95           7.28           7.49       7.92          8.36       8.88       9.15       9.48       9.94       10.51     11.03     


In Millions of US$
Revenue $/MMBtu Sum 


Natural Gas 10.95                502,524         12,564          12,762       13,366       13,753   14,541      15,361   16,301   16,795   17,417   18,261   19,303   20,260   
Liquid uplift 0.35                  16,027           463               475            487            500        514           528        543        559        575        593        611        630        
Total Revenue 11.30                518,551         13,026          13,237       13,853       14,253   15,054      15,889   16,844   17,354   17,992   18,853   19,914   20,891   


Costs
Upstream cost - $/MMBtu 1.92              1.97           2.02           2.08       2.13          2.19       2.26       2.32       2.39       2.46       2.54       2.62       


Annual Upstream cost 2.66                  122,327         3,533            3,623         3,717         3,816     3,920        4,029     4,144     4,264     4,390     4,523     4,663     4,810     
GTP Tarif - $/MMBtu 0.64              0.64           0.64           0.64       0.64          0.64       0.64       0.64       0.64       0.64       0.64       0.64       


Annual GTP cost 0.64                  29,281           1,171            1,171         1,171         1,171     1,171        1,171     1,171     1,171     1,171     1,171     1,171     1,171     
Pipeline Tariff - $/MMBtu 1.78              1.78           1.78           1.78       1.78          1.78       1.78       1.78       1.78       1.78       1.78       1.78       


Annual pipeline tariff amount 1.78                  81,942           3,278            3,278         3,278         3,278     3,278        3,278     3,278     3,278     3,278     3,278     3,278     3,278     
Alberta section pipeline toll 0.15              0.15           0.15           0.15       0.15          0.15       0.15       0.15       0.15       0.15       0.15       0.15       


Annual Alberta section toll amount 0.15                  6,748             270               270            270            270        270           270        270        270        270        270        270        270        
Pipeline/GTP Fuel Netback price 4.42              4.53           4.86           5.07       5.50          5.94       6.45       6.72       7.06       7.52       8.09       8.61       
Alberta Fuel Netback price 6.84              6.95           7.28           7.49       7.92          8.36       8.88       9.15       9.48       9.94       10.51     11.03     


Annual Pipeline/GTP Fuel cost 0.70                  32,213           696               712            759            790        851           916        990        1,029     1,078     1,144     1,226     1,301     


Prodn/PL Cost 5.94                  272,512         8,948            9,054         9,196         9,325     9,491        9,664     9,852     10,012   10,187   10,386   10,608   10,830   
Netback at wellhead 5.36                  246,039         4,079            4,183         4,658         4,928     5,564        6,225     6,991     7,342     7,805     8,467     9,306     10,060   


Royalty @12.50% 0.67                  30,755           510               523            582            616        695           778        874        918        976        1,058     1,163     1,258     
Production tax @25.00% 1.34                  61,510           1,020            1,046         1,164         1,232     1,391        1,556     1,748     1,835     1,951     2,117     2,326     2,515     
Revenue net of royalty 3.35                  153,774         2,549            2,615         2,911         3,080     3,477        3,890     4,370     4,589     4,878     5,292     5,816     6,288     
Taxes


Federal 35.00% 45,726           758               777            866            916        1,034        1,157     1,299     1,365     1,451     1,574     1,730     1,870     
State 9.40% 23,128           383               393            438            463        523           585        657        690        734        796        875        946        
Income tax 1.50                  68,854           1,141            1,171         1,303         1,379     1,557        1,742     1,957     2,055     2,184     2,370     2,604     2,815     


After-tax netback 1.85                  84,920           1,408            1,444         1,608         1,701     1,920        2,148     2,413     2,534     2,694     2,922     3,212     3,472     


AK+AB Pipeline + GTP Fuel $/mmBtu 0.38              0.39           0.41           0.43       0.46          0.50       0.54       0.56       0.59       0.62       0.67       0.71       
Netback $/mmBtu 0.77              0.79           0.88           0.93       1.05          1.17       1.31       1.38       1.47       1.59       1.75       1.89       


Federal Tax calculation
Revenue net of royalty 153,774         2,549            2,615         2,911         3,080     3,477        3,890     4,370     4,589     4,878     5,292     5,816     6,288     
Less State Tax 23,128           383               393            438            463        523           585        657        690        734        796        875        946        
Taxable income for Federal Tax Purposes 130,647         2,166            2,221         2,473         2,617     2,954        3,305     3,712     3,899     4,145     4,496     4,941     5,342     
Federal Income Tax payable 45,726           758               777            866            916        1,034        1,157     1,299     1,365     1,451     1,574     1,730     1,870     


Producer Netback, After Royalties & Taxes 207,248         4,940            5,067         5,325         5,517     5,841        6,178     6,557     6,798     7,084     7,446     7,875     8,283     
Government Revenues from Upstream Royalties & Taxes 161,119         2,671            2,739         3,050         3,227     3,643        4,076     4,578     4,808     5,111     5,545     6,094     6,588     
GTP/Pipeline Cost including Fuel 150,185         5,415            5,431         5,478         5,508     5,570        5,635     5,709     5,748     5,796     5,863     5,945     6,020     
Total Revenue 518,551         13,026          13,237       13,853       14,253   15,054      15,889   16,844   17,354   17,992   18,853   19,914   20,891   


State of Alaska
Royalty 30,755           510               523            582            616        695           778        874        918        976        1,058     1,163     1,258     
Production tax 61,510           1,020            1,046         1,164         1,232     1,391        1,556     1,748     1,835     1,951     2,117     2,326     2,515     
Income tax


Gas Production & marketing 23,128           383               393            438            463        523           585        657        690        734        796        875        946        
Pipeline 1,168             86                 76              74              72          70             68          65          63          60          57          54          51          
GTP 663                50                 44              43              42          40             39          37          36          34          32          30          28          


Property tax
Pipeline 9,076             361               371            379            387        395           402        409        415        420        424        427        428        
GTP 5,154             210               216            220            224        228           231        235        237        240        241        242        242        


131,453         2,619            2,669         2,901         3,036     3,342        3,659     4,025     4,194     4,414     4,726     5,118     5,468     


US Federal Govt
Income tax


Gas Production & marketing 45,726           758               777            866            916        1,034        1,157     1,299     1,365     1,451     1,574     1,730     1,870     
Pipeline 4,289             288               258            252            246        239           232        224        216        208        200        191        181        
GTP 2,444             168               150            146            142        138           133        129        124        119        114        108        102        


52,459           1,214            1,186         1,264         1,304     1,411        1,522     1,652     1,705     1,778     1,887     2,028     2,153     


Government of Canada
Pipeline 2,549             (0)                  -             (0)               -         0               -         48          72          83          93          102        110        


Province of Yukon
Provincial income tax 860                (0)                  -             (0)               -         0               -         16          24          28          31          34          37          
Property tax 2,314             67                 69              70              72          74             76          78          81          83          86          88          91          


3,175             67                 69              70              72          74             76          95          105        111        117        123        128        


Province of British Columbia
Provincial income tax 860                (0)                  -             (0)               -         0               -         16          24          28          31          34          37          
Property tax 2,314             67                 69              70              72          74             76          78          81          83          86          88          91          


3,175             67                 69              70              72          74             76          95          105        111        117        123        128        


TransCanada
Alaska section 6,972             537               477            463            449        435           419        403        386        368        349        329        308        
Canada section 6,184             479               423            409            394        379           362        346        331        317        302        287        271        
GTP 3,942             312               276            267            258        249           240        230        219        208        197        185        172        
TransCanada ROE 17,097           1,328            1,176         1,140         1,102     1,063        1,021     979        936        893        848        800        751        


The model output above are the results of calculations that are based on a number of input assumptions (most of which are beyond the control of TransCanada).  A change in one or more 
of these assumptions will result in a change to the output.







Alaska Pipeline Project
Economic Viability - Base Case


Nominal U$ Millions


CPI
Inflation index
Volume MMCf/d
Heat rate 1.118
Volume 000 MMBtu/d


Henry Hub Spot Price (in nominal$/mmBtu) $/MMBtu
AECO Basis $/MMBtu
Price at NIT in Alberta $/MMBtu


In Millions of US$
Revenue $/MMBtu Sum 


Natural Gas 10.95                502,524         
Liquid uplift 0.35                  16,027           
Total Revenue 11.30                518,551         


Costs
Upstream cost - $/MMBtu


Annual Upstream cost 2.66                  122,327         
GTP Tarif - $/MMBtu


Annual GTP cost 0.64                  29,281           
Pipeline Tariff - $/MMBtu


Annual pipeline tariff amount 1.78                  81,942           
Alberta section pipeline toll


Annual Alberta section toll amount 0.15                  6,748             
Pipeline/GTP Fuel Netback price
Alberta Fuel Netback price


Annual Pipeline/GTP Fuel cost 0.70                  32,213           


Prodn/PL Cost 5.94                  272,512         
Netback at wellhead 5.36                  246,039         


Royalty @12.50% 0.67                  30,755           
Production tax @25.00% 1.34                  61,510           
Revenue net of royalty 3.35                  153,774         
Taxes


Federal 35.00% 45,726           
State 9.40% 23,128           
Income tax 1.50                  68,854           


After-tax netback 1.85                  84,920           


AK+AB Pipeline + GTP Fuel $/mmBtu
Netback $/mmBtu


Federal Tax calculation
Revenue net of royalty 153,774         
Less State Tax 23,128           
Taxable income for Federal Tax Purposes 130,647         
Federal Income Tax payable 45,726           


Producer Netback, After Royalties & Taxes 207,248         
Government Revenues from Upstream Royalties & Taxes 161,119         
GTP/Pipeline Cost including Fuel 150,185         
Total Revenue 518,551         


State of Alaska
Royalty 30,755           
Production tax 61,510           
Income tax


Gas Production & marketing 23,128           
Pipeline 1,168             
GTP 663                


Property tax
Pipeline 9,076             
GTP 5,154             


131,453         


US Federal Govt
Income tax


Gas Production & marketing 45,726           
Pipeline 4,289             
GTP 2,444             


52,459           


Government of Canada
Pipeline 2,549             


Province of Yukon
Provincial income tax 860                
Property tax 2,314             


3,175             


Province of British Columbia
Provincial income tax 860                
Property tax 2,314             


3,175             


TransCanada
Alaska section 6,972             
Canada section 6,184             
GTP 3,942             
TransCanada ROE 17,097           


13 14 15 16 17 18 19 20 21 22 23 24 25
2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042


3.23% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
1.77       1.80       1.84       1.87       1.91       1.95       1.99       2.03       2.07       2.11       2.15       2.20       2.24       


4,500     4,500     4,500     4,500     4,500     4,500     4,500     4,500     4,500     4,500     4,500     4,500     4,500     


5,031     5,031     5,031     5,031     5,031     5,031     5,031     5,031     5,031     5,031     5,031     5,031     5,031     


12.23     12.48     12.73     12.98     13.24     13.51     13.78     14.05     14.33     14.62     14.91     15.21     15.51     
(0.75)      (0.75)      (0.75)      (0.75)      (0.75)      (0.75)      (0.75)      (0.75)      (0.75)      (0.75)      (0.75)      (0.75)      (0.75)      
11.48     11.73     11.98     12.23     12.49     12.76     13.03     13.30     13.58     13.87     14.16     14.46     14.76     


21,084   21,534   21,992   22,459   22,936   23,422   23,918   24,424   24,940   25,467   26,003   26,551   27,110   
651        664        677        690        704        718        733        747        762        777        793        809        825        


21,735   22,197   22,669   23,150   23,640   24,141   24,651   25,171   25,702   26,244   26,796   27,360   27,935   


2.70       2.76       2.81       2.87       2.93       2.99       3.05       3.11       3.17       3.23       3.30       3.36       3.43       
4,965     5,065     5,166     5,269     5,375     5,482     5,592     5,704     5,818     5,934     6,053     6,174     6,297     
0.64       0.64       0.64       0.64       0.64       0.64       0.64       0.64       0.64       0.64       0.64       0.64       0.64       


1,171     1,171     1,171     1,171     1,171     1,171     1,171     1,171     1,171     1,171     1,171     1,171     1,171     
1.78       1.78       1.78       1.78       1.78       1.78       1.78       1.78       1.78       1.78       1.78       1.78       1.78       


3,278     3,278     3,278     3,278     3,278     3,278     3,278     3,278     3,278     3,278     3,278     3,278     3,277     
0.15       0.15       0.15       0.15       0.15       0.15       0.15       0.15       0.15       0.15       0.15       0.15       0.15       
270        270        270        270        270        270        270        270        270        270        270        270        270        
9.06       9.30       9.55       9.81       10.07     10.33     10.60     10.88     11.16     11.45     11.74     12.04     12.34     


11.48     11.73     11.98     12.23     12.49     12.76     13.03     13.30     13.58     13.87     14.16     14.46     14.76     
1,366     1,401     1,437     1,474     1,511     1,550     1,589     1,628     1,669     1,710     1,752     1,796     1,839     


11,050   11,185   11,322   11,462   11,605   11,751   11,899   12,051   12,206   12,363   12,524   12,688   12,855   
10,685   11,013   11,347   11,688   12,035   12,390   12,752   13,121   13,497   13,881   14,272   14,672   15,080   
1,336     1,377     1,418     1,461     1,504     1,549     1,594     1,640     1,687     1,735     1,784     1,834     1,885     
2,671     2,753     2,837     2,922     3,009     3,097     3,188     3,280     3,374     3,470     3,568     3,668     3,770     
6,678     6,883     7,092     7,305     7,522     7,744     7,970     8,200     8,436     8,675     8,920     9,170     9,425     


1,986     2,047     2,109     2,172     2,237     2,303     2,370     2,438     2,508     2,580     2,653     2,727     2,803     
1,004     1,035     1,067     1,099     1,131     1,165     1,199     1,233     1,269     1,305     1,342     1,379     1,418     
2,990     3,082     3,175     3,271     3,368     3,467     3,569     3,672     3,777     3,885     3,994     4,106     4,220     


3,688     3,801     3,916     4,034     4,154     4,276     4,401     4,529     4,658     4,791     4,926     5,064     5,205     


0.74       0.76       0.78       0.80       0.82       0.84       0.87       0.89       0.91       0.93       0.95       0.98       1.00       
2.01       2.07       2.13       2.20       2.26       2.33       2.40       2.47       2.54       2.61       2.68       2.76       2.83       


6,678     6,883     7,092     7,305     7,522     7,744     7,970     8,200     8,436     8,675     8,920     9,170     9,425     
1,004     1,035     1,067     1,099     1,131     1,165     1,199     1,233     1,269     1,305     1,342     1,379     1,418     
5,674     5,848     6,025     6,206     6,391     6,579     6,771     6,967     7,167     7,371     7,579     7,791     8,007     
1,986     2,047     2,109     2,172     2,237     2,303     2,370     2,438     2,508     2,580     2,653     2,727     2,803     


8,653     8,866     9,082     9,303     9,529     9,759     9,993     10,232   10,476   10,725   10,979   11,238   11,502   
6,997     7,212     7,430     7,654     7,881     8,113     8,350     8,592     8,838     9,090     9,346     9,608     9,875     
6,085     6,120     6,156     6,193     6,230     6,268     6,307     6,347     6,388     6,429     6,471     6,514     6,557     


21,735   22,197   22,669   23,150   23,640   24,141   24,651   25,171   25,702   26,244   26,796   27,360   27,935   


1,336     1,377     1,418     1,461     1,504     1,549     1,594     1,640     1,687     1,735     1,784     1,834     1,885     
2,671     2,753     2,837     2,922     3,009     3,097     3,188     3,280     3,374     3,470     3,568     3,668     3,770     


1,004     1,035     1,067     1,099     1,131     1,165     1,199     1,233     1,269     1,305     1,342     1,379     1,418     
47          44          40          37          34          32          30          27          24          21          17          13          9            
26          24          22          21          19          18          16          15          13          11          9            7            5            


427        419        407        392        373        351        326        297        263        224        179        128        69          
241        235        228        219        208        195        181        164        145        123        98          70          37          


5,753     5,887     6,019     6,150     6,280     6,408     6,533     6,656     6,775     6,889     6,998     7,099     7,192     


1,986     2,047     2,109     2,172     2,237     2,303     2,370     2,438     2,508     2,580     2,653     2,727     2,803     
171        161        149        141        135        128        121        114        106        97          88          77          66          
96          90          84          79          76          72          68          64          59          54          49          43          37          


2,253     2,297     2,342     2,392     2,447     2,503     2,559     2,616     2,673     2,731     2,789     2,847     2,906     


117        125        132        139        146        152        158        164        170        176        182        187        193        


40          42          45          47          49          51          53          55          57          59          61          63          65          
94          96          98          100        102        104        106        108        110        112        115        117        119        


134        138        142        147        151        155        159        163        167        172        176        180        184        


40          42          45          47          49          51          53          55          57          59          61          63          65          
94          96          98          100        102        104        106        108        110        112        115        117        119        


134        138        142        147        151        155        159        163        167        172        176        180        184        


285        261        234        213        198        182        164        145        124        101        76          49          19          
256        240        223        206        188        170        151        131        110        88          65          41          16          
158        144        130        118        110        100        90          79          68          55          41          26          9            
699        645        587        538        496        452        405        354        301        243        182        116        44          


The model output above are the results of calculations that are based on a number of input assumptions (most of which are beyond the control of TransCanada).  A change in one or more 
of these assumptions will result in a change to the output.
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Scope Management Guide 
Summary 


The “PMO Scope Management Guide” provides information to support project managers 
in ensuring that the five main components of scope management are addressed: 


• Scope planning 
• Scope definition 
• Creating the work break down structure (WBS) 
• Scope verification 
• Scope control 


To assist in meeting the objectives of the wide variety of projects that TransCanada’s 
project managers are responsible for, three levels of scope management controls have 
been developed: 


• Level 1:  Light level of project scope management control. 
• Level 2:  Moderate level of project scope management control. 
• Level 3:  Comprehensive level of project scope management control. 


This document explains the differences between the levels of scope management control 
and the associated tools and techniques.  It also defines the key interfaces between scope 
management controls and other project management controls (cost, schedule, etc). 


The goal of project scope management is: 


• To ensure that customer requirements are met; 
• To ensure that there is an appropriate level of scope definition to support stage 


gate decisions and requirements (e.g. cost estimates / accuracy, risk 
identification); and  


• To minimize need for scope changes during a project. 


 


TransCanada 
November 30, 2007 
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TransCanada Home Social Responsibility Environment Climate Change Strategy


Climate Change and Air Issues Policy, Principles and Strategy 


POLICY 


TransCanada is committed to developing innovative and economically 
effective solutions to manage climate change and air quality issues. These 
solutions will evolve from excellence in environmental performance and 


technology development. 


PRINCIPLES 


1. TransCanada supports a unified North American response to 
climate change and air quality issues where it is appropriate. 


Co-operation on a North American basis is clearly needed, 
given the geographical proximity and strong environmental 


and economic ties that exist between Canada and the United 
States.  
North American competitiveness must be maintained or 
enhanced while working toward solutions to manage 


greenhouse gas and air emissions.  
 


2. TransCanada believes emissions reduction targets and 
timeframes must balance environmental and socioeconomic 


considerations. 


TransCanada will meet or exceed legislative requirements for 


emissions.  
Governments and stakeholders should continue their dialogue 
to establish the appropriate level and timing of emissions 
targets.  


Targets and schedules must be based on the availability of 
commercially viable technology.  


 
3. TransCanada believes prudent action is required on climate 


change and air quality issues. 


TransCanada will manage GHG emissions from our operations 


on an intensity basis. (GHG intensity is defined as tonnes of 
emissions per unit of production.)  
GHG and air policy considerations will be incorporated into the 
company’s business evaluations.  


 
4. TransCanada believes the low-emissions natural gas we 


transport and energy-efficient electricity we generate are part 
of the solution to global climate change and regional air 


quality issues. 


TransCanada will facilitate the use of natural gas as a fuel 


source because it is less carbon intensive than other fossil 
fuels.  


 







 
5. TransCanada is committed to technological solutions to 


climate change and air quality issues. 


TransCanada will continue to support research and technology 
initiatives that mitigate the GHG and air impacts of our 


business.  
TransCanada will support collaborative research initiatives that 
promote efficient energy use and lower emissions.  
TransCanada will work to implement technologies that reduce 


GHG and air emissions.  
 


6. TransCanada believes every individual, industry and 
government must be involved in managing/reducing 


emissions that contribute to climate change and air quality 
issues. 


TransCanada will engage our employees, customers, vendors 
and shareholders in climate change and air quality issues.  
TransCanada will continue to exchange information with 
governments, industries and consumers about our actions to 


manage emissions related to climate change and air quality 
concerns.  


STRATEGY  


Our strategy is designed to limit the growth of the greenhouse gas 


emissions intensity of our North American pipeline and power facilities while 
meeting our business objectives. Since natural gas is less carbon intensive 
and produces fewer GHG emissions per unit of output than other fossil fuels, 
we will increase our ability to deliver this clean-burning fuel to North 


American markets. At the same time, we will increase our power generating 
capacity, using some of the most innovative and energy-efficient methods 
available today. 


Our strategy includes: 


1. Conserving energy through improvements to overall facility 


efficiency. 
TransCanada continues to reduce energy use where possible by 
improving the energy efficiency of our pipeline and power facilities. 
This includes the use of low- or zero-emissions fuels such as natural 


gas and waste heat. We also employ highly efficient processes such 
as the cogeneration technology used extensively in our power 
business. In our cogeneration power facilities, we use one fuel source 
– natural gas – to generate electricity and produce steam for 


industrial heat and energy. These cogeneration facilities have high 
energy efficiencies.  
 


2. Conducting research and development work designed to 


reduce GHG and air emissions.  
Technological innovation is critical to managing the complex and 
interrelated issues surrounding GHG and air emissions. With demand 
for low-emissions natural gas and electricity steadily climbing, the 


industry needs new technologies that improve combustion and 
process efficiencies and limit the formation of emissions.  
 







3. Gaining experience with flexible market mechanisms and their 
role in achieving cost-effective and verifiable GHG reductions. 


TransCanada has developed experience with trading GHG emissions 
credits through our participation in various projects. The flexibility 
provided by these mechanisms is critical to TransCanada because our 
ability to reduce GHG emissions is constrained by the limitations of 


existing energy-efficient combustion technologies, the nature of our 
pipeline system, and rising demand for natural gas and electricity.  
 


4. Participating in public policy forums related to emissions 


issues. 
TransCanada shares information about the emissions challenges and 
opportunities facing the natural gas transmission and power 
generation sectors through our involvement in policy forums 


established by government, industry and other stakeholder groups. 
This helps participants to identify and develop pragmatic solutions 
that meet the needs of all stakeholders.  
 


5. Taking part in public awareness initiatives and education 
programs focused on climate change and air quality issues. 
We believe it is important to engage the public in these issues 
because they have wide-ranging implications for every individual, 


business sector and nation. TransCanada takes advantage of 
opportunities to educate our employees and the general public about 
emissions and how individual actions can contribute to solutions.  
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Schedule Management Guide 
Summary 


The “PMO Schedule Management Guide” includes information to support project 
managers in ensuring that the four main components of schedule management are 
addressed: 


• Define key milestones 
• Define Schedule Management Plan  
• Build schedule 
• Execute and monitor schedule 


To assist in meeting the objectives of the wide variety of projects that TransCanada’s 
project managers are responsible for, three levels of schedule management controls have 
been developed: 


• Level 1:  Light level of project schedule management control. 
• Level 2:  Moderate level of project schedule management control. 
• Level 3:  Comprehensive level of project schedule management control. 


This guide explains the differences between the levels of schedule management control 
and the associated tools and techniques.  The document also defines the key interfaces 
between schedule management controls and other project management knowledge area 
controls (integration, risk, scope, etc). 


The goal of project schedule management is to identify, schedule, monitor and manage 
the relationships between the elements of work that have to be performed to complete 
project deliverables and the time required to complete them.  Effective schedule 
management will:  


• Provide sufficient schedule management related information to support stage gate 
decisions on whether to pursue or terminate a project; and 


• Provide a way to assess project performance and progress, and generally increase 
the certainty in delivering product solutions or services that meet client and 
stakeholder schedule requirements. 


 


TransCanada 
November 30, 2007 
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